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DEPARTMENT OF AGRICULTURE APPROPRIATIONS 
FOR 1961 


Fripay, Marcu 11, 1960, 
OFFICE OF THE GENERAL COUNSEL 
WITNESSES 


FRANK A. BARRETT, GENERAL COUNSEL 

EDWARD M. SHULMAN, DEPUTY GENERAL COUNSEL 

CHARLES W. BUCY, ASSISTANT GENERAL COUNSEL 

RALPH F. KOEBEL, ASSISTANT GENERAL COUNSEL 

W. EDWARD BAWCOMBE, EXECUTIVE ASSISTANT TO THE GENERAL 
COUNSEL 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


SALARIES AND IOXPENSES 


Program and financing 


' 
| 
1959 actual | 1960 estimate | 1961 estimate 
| 
i 
j gran y activities 
1. Agricultural credit and conservation $1, 567, 441 $1, 555, 000 $1, 565, 000 
| 2. Commodity credit and production adjustment pro- 
programs 826, 373 808, 000 813, 500 
' § Marketing and regulatory laws 543, 751 535, C25 714, 645 
j Agricultural research and staff legal services 270, 111 264, 000 265, 700 
' 
fotal program costs 3, 207, 676 3, 162, 025 3, 358, 845 
Relation of costs to obligations: Costs financed from 
obligations of other years, net 15, 844 
Total program (obligations 3, 191, 832 3, 162, 025 3, 358, 84 
Financing: Unobligated balance no longer available 16, 918 
| 
New obligational authority 3, 208, 75 3, 162, 025 3, 358, 845 
| New ol ligational authority 
Appropriation 2, 968, OOO 3, 162, 025 3, 358, 845 
lransferred from ‘‘Conservation reserve program,'’ Com 
modity Stabilization Service (73 Stat. 52 240, 750 
Appropriation (adjusted) - 3, 208, 750 | 3, 162, 025 3, 358, 845 


Includes capital outlay as follows: June 30, 1959, $23,468; 1960, $21,000; 1961, $24,000. 


(1) 
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Object classification 








1959 actual IMO estimate 1961 estimate 
I number of permanent position 408 389 414 
Full-time equivalent of all other positions. 1 1 | { 
Average number of all employees 304 385 4()3 
Number of employees at end of vear abe 395 J3UO 407 
Average GS grade and salary Sate 8. 2 $6,920 | 8 3 $7,017 | &.3 $7, 114 
01} Personal services 
Permanent position $2, 744, 100 $2, 700, 375 2 S855, 54 
Positions other than permanent 13, 726 14, 000 14. 00 
Other personal services 14,111 24, 000 14, 50 
lotal personal services_. ; 2, 771, 937 2, 738, 375 2 884, 045 
02 Travel &3, 506 8S, 000 U7, HK 
03 Transportation of things 5, 510 5, 500 5.5 
04 Communication services 35, 110 345, 500 
05 Rents and utility services 8, 724 8, 750 
06 Printing and reproduction 19, 149 19, 000 
07 Other contractual services 23, 592 | 23, 400 
Services performed by other agencies 6, 168 | 6, 000 
08 Supplies and materials 25, 705 25, 000 
09 Fquipment 35, 396 | 34, 500 
11 Grants, subsidies, and contributions 175, 676 5, 
13. Refunds, awards, and indemnities 580 | 1, 500 | 
7 rr i o :  cceckaccdted sn iGseen i ebenhawes 779 SOO 


— { 


Total obligations : = ae 3, 191, 832 3, 162, 025 | 3, 358, 845 





Mr. Wurtrren. Gentlemen, the committee will come to order. 


JUSTIFICATION OF THE ESTIMATE 

We now have the Office of the General Counsel. I should like to 
have pages 140, 141 through 164 of the justification included in the 
record at this point. 

(The pages referred to are as follows :) 


PURPOSE STATEMENT 


The Office of the General Counsel, originally known as the Office of the 
Solicitor, was established in 1910 (5 U.S.C. 518) as the law office of the Depart- 
ment of Agriculture, and performs all of the legal work arising from the activities 
of the Department. The General Counsel represents the Department in admin- 
istrative proceedings for the promulgation of rules having the force and effect! 
of law; in quasi-judicial hearings held in connection with the administration 
of various programs and acts; and in proceedings before the Interstate Com-| 
merece Commission involving freight rates and practices relating to farm con} 
modities, including appeals from the decisions of the Commission to the courts. 
He serves as general counsel for the Commodity Credit Corporation and _ the 
Federal Crop Insurance Corporation. He reviews criminal cases arising unde! 
the programs of the Department for referral to the Department of Justice. 

By special assignment of the Attorney General, the Assistant General Counsel} 
for Litigation represents the Department in certain categories of cases before 
appellate courts, including the supreme courts of the States, U.S. Court of 
Appeals and the Supreme Court of the United States. The General Counsel 
issues both formal and informal opinions on legal questions arising in the 
administration of the Department’s programs; prepares and reviews administra- 
tive rules and regulations applicable to the public; assists in the drafting of 
proposed legislation; prepares, reviews, and interprets contracts, mortgages 
leases, deeds, and similar documents; prosecutes patent applications for employ 
ees of the Department; examines titles to lands to be acquired by the Govern 
ment or accepted as security for loans; and disposes of claims by and against 


the United States arising out of the Department’s activities. 
The legal work of the Office is conducted in Washington, under the direction 
of the General Counsel, the Deputy General Counsel, and four Assistant Genera! 
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Counsels. The work in the field is performed by 15 field offices and 4 branch 
offices. 
On November 30, 1959, the General Counsel’s Office had 394 employees, of 


whom 246 were in Washington and 148 in the field. 


1960... 


Appropriated : 
oo) ae ee 


$3, 162, 025 
Budget estimate, 3 


» O08, 845 


Salaries and expenses 


Appropriation Act, 1960, and base for 1961___-- is $3, 162, 025 
Budget estimate, 1961._______-_- dee 5s 3, 508, 845 
Increase_. saiceaaiiciibicealie 4 maiieonoes ae sciididiaadiiaiitaiiis saipitins inher -* 196, S20 


Summary of inereases, 1961 


For legal services incident to: 

Activities under the Packers and Stockyards Act dinate es 
Administration of the marketing agreement and order programs 
Other marketing and regulatory activities 

For employee health benefit costs pursuant to Public Law 86-882 





150, 290 
+50, 290 


+20, 800 


Project statement 


LnCcreast 
1960 (est 1961 (est J 
I 't 19 4 mated Hi ilth mat a 
enetit 
costs (Pu Othe 
lic Law 
SHA 
Agricultural credit and conservation $1, 559, 834 | $1, 555, 000 +$10, OOO $1, 565, 000 
Cor od credit and prod 
justment program S22, 36 808, 000 +5, 500 S13, 5M 
Marketing and regulatory laws 541, U2 535, 025 3,600 | +$176, 020 714, 645 
$, Agricultural eare! nd taff | | 
SPrvic 268, 61 264, OOO +1, 700 265, 700 
Subtot 3, 191, 83 3, 162 20, SOF 176, 020 3, 358, 845 
n lig if ilanee if 15 
Total emp! vee health benefit ( 
Public Law &8t-382 | +20. SOK +-1, 020] [21, 820] 
Total available or estimate 3, 208, 750 3, 162, 02 20), SOO 176, 020 $58, S4 
Transferred from ‘Conservation reserve 
pregram, Commodity Stabilization Serv 
1e¢ 240, 75 
Potal appropriation estimate 2. 968, OOO 
Represents obligations Applied costs for 1959 are $3,207,959 Ihe fference of $16,137 reflects, p 
marily, the excess of contractual services and equipment used in 1959 over contracts made and orders placed 


in that year 


INCREASES 


(1) An increase of $176,020 for legal services under the project “marketing 


and regulatory laws” composed of— 


(a) An increase of $75,440 for legal services incident to administration 
of the Packers and Stockyards Act. 

Need for increase.—Public Law 85-909 amended title ITI of the Packers 
and Stockyards Act to broaden substantially the jurisdiction of the Depart- 
ment. Previously jurisdiction was limited to activities at stockyards con- 
sisting of at least 20,000 square feet and posted under the act. The size 
limitation for posting has now been removed and all public stockyards 
engaged in interstate commerce are eligible for posting. The Department’s 
jurisdiction now extends to all livestock transactions in interstate commerce 
and the Secretary is authorized to require the registration of persons operat- 
ing as market agencies or dealers away from posted stockyards. Registra- 
tion previously was limited to persons operating at posted stockyards. In 
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1954 there were 3,300 registrants, whereas at the end of fiscal year 1959 there 
were 7,200. 

The program agency’s activity in administering and enforcing this act 
has increased substantially during the past several years. Decreased funds 
for legal services has made it impossible to keep pace with the level of pro- 
gram activity and there has been a material increase in the backlog of 
pending cases. At the end of fiscal year 1957 there were 48 cases pending, 
Notwithstanding the priority given to this field during the past 2 years, 
there were 90 cases pending at the end of fiscal year 1959, representing an 
increase of over 100 percent in this 2-year period. The seriousness of the 
situation is magnified by reason of the increase in complicated packer 
monopolistic and restraint-of-trade cases during this same period. At the 
end of fiscal year 1959 there were 10 formal packer cases pending, 7 investiga- 
tion reports were under review for initiation of formal proceedings, and 42 
investigations of practices of packers were pending, indicating a continuing 
increase in such cases. 

Plan of work.—Prior to the amendment, approximately 1,000 stockyards 
were eligible for posting under the act, of which 600 were posted on July 1, 
1958. As of July 1, 1959, there were over 1,500 stockyards posted, and it 
is estimated that 2,300 yards will be posted by the end of 1960. The posting 
of additional stockyards, together with the broadening of the Department's 
jurisdiction to include all livestock transactions in interstate commerce 
whether or not at posted stockyards and the broadening of the registration 
authority, will necessarily result in a considerable increase in the volume 
of legal work in connection with 

(1) rulemaking, including the preparation of posting notices and 
revisions of the regulations : 

(2) formal adjudicatory hearings in disciplinary proceedings and 
reparation proceedings relating to unfair practices under the act, and 
possibly in rate proceedings ; 

(3) analysis of investigation reports to ascertain the sufficiency 
of evidence to warrant reference of cases for civil penalty and injunc- 
tion actions and criminal prosecutions ; and 

(4) legal opinions construing the statute and regulations thereunder 
as well as their application to a wide variety of factual situations. 

(b) An increase of $50,290 to strengthen the legal work on marketing 
agreements and orders. 

Need for inerease.—A serious problem exists in the field of marketing 
agreements and orders because the number of orders has increased from 
MH in 1949 to 115 at the present time. This increase in orders has resulted 
not only in substantial increases in requirements for legal services in con- 
nection with administrative hearings but also a comparable increase in court 
litigation. The handling of the legal services for this expanded program 
clearly demonstrates the relative increase in program activity and the 
decrease in the number of attorneys available to handle these assignments. 
In 1949, when there were only 54 active programs, 10 attorneys devoted their 
full attention to these programs, whereas, now. with more than twice the 
number of orders and volume of litigation there are only about 6 attorney 
man-years available for this work. Asa result it is extremely difficult with 
the present staff to furnish even the minimum of legal services required 
under the orders now in effect. 

Amendments to existing orders have a definite impact on the workload. 
An example of this is the 1957 amendment to the New York milk order 
extending its territory and coverage to large segments of upstate New 
York and New Jersey. This expansion of the New York order required very 
protracted proceedings and is now resulting in a substantial increase in 
litigation under this order. In 1959, 25 court enforcement actions and 
review proceedings were started under this order, as compared with 16 
in 1958. Twenty-two such cases were pending on June 30, 1959, compared 
to 15 at the close of fiscal year 1958. These figures far exceed those 
for prior recent years. This trend is expected to continue for the next few 
years. 

Plan of work—The servicing of these programs requires, in addition to 
the work incident to formal promulgation and amendment hearings, the 
preparation and promulgation of periodic regulations and preparation for 
and active participation in administrative proceedings and enforcement 
actions in the courts. 
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(c) An increase of $50,290 to meet the increased demand for legal services 
in other marketing and regulatory law programs. 

Need for increase.—There has been a substantial increase in administra- 
tive proceedings and other activities under a number of marketing and 
regulatory programs which it is anticipated will continue. In addition, 
recent statutory enactments have increased the responsibilities of the De- 
partment through creation of new regulatory programs and expansion of 
existing programs. ‘The principal impact upon the volume of legal work 
beyond those of the programs dealt with in (@) and (b) above, is as follows: 

1. Under the Perishable Agricultural Commodities Act of 1930, 356 formal 
administrative proceedings were initiated during fiscal year 1959 repre 
senting the largest number initiated in any fisca] year in the history of the 
program. This represented an increase of over 40 percent over fiscal year 
1958. Although some 300 cases, representing a new high, were disposed of, 
there were 191 cases pending at the end of the fiscal year, which is an un- 
precedented number. There is every indication that this increase in volume 
of administrative proceedings will continue. The new cases instituted dur- 
ing the first 2 months of fiscal year 1960 exceeded those received in the same 
2 months during the previous fiscal year. Moreover, this increase in number 
of proceedings is in part represented by a substantial increase in the num- 
ber of disciplinary proceedings which involve much heavier workload de- 
mand than reparation proceedings. 

2. The Poultry Products Inspection Act, Public Law 85-172, initiated a 
new program for the compulsory inspection by the Department of poultry 
and poultry products moving in interstate Commerce or in major consuming 
areas designated by the Secretary after hearing. This inspection program 
is comparable to the long-established inspection program under the Meat 
Inspection Act and the requirement for such inspection became mandatory 
on January 1, 1959. The act provides penalties for violations of its provi- 
sions or the requirements of the Secretary established in regulations there- 
under and also contains provisions requiring honest labeling of inspected 
products coupled with authority in the Secretary to disapprove labels found 
to be misleading. The act affords affected persons an opportunity for an 
administrative proceeding with respect to any disapproval of labeling by 
the Department. This act brought under inspection regulation for the first 
time hundreds of plants throughout the United States engaged in processing 
poultry and poultry products for interstate commerce. The period involving 
formulation of policy and regulations in connection with the initiation of 
the new program and education of the industry regarding the regulatory 
requiremeats is drawing to a close and the first impact of the enforcement 
activities requiring legal services is being felt. The demand for legal serv- 
ices in connection with judicial enforcement proceedings and administrative 
hearings will necessarily increase. 

3. The Federal Insecticide, Fungicide, and Rodenticide Act was recently 
amended by Public Law 86-139 so as to bring additional commodities under 
this regulatory program. It is estimated that this amendment will result 
in some 3,000 products being subject to registration and the manufacturers 
of such products subject to the regulatory provisions of the act. This will 
necessarily require substantial legal services including the promulgation 
of regulations, statements of policy to guide affected persons, rendering 
opinions as to the applicability of the amended act to specific products, and 
eventually increased participation in enforcement activities. 

1. The Department of Agriculture is directed under the Agricultural 
Marketing Act of 1946 and section 201 of the Agricultural Adjustment Act 
of 1938 to represent the interest of the agricultural community of the coun- 
try in connection with rates and practices relating to the transportation of 
agricutural commodities. This involves participation of the Departmeat in 
proceedings before transportation regulatory bodies, such as the Interstate 
Commerce Commission. During the years prior to 1959 approximately 3 
attorney manh-years were devoted to the legal services in connection with 
transportation proceedings before regulatory bodies as well as judicial 
review proceedings. During 1959 the general increase in the demand for 
legal services in the field of marketing and regulatory laws, coupled with 
limitations in personnel, resulted in the necessity of establishing priority 
meeting procedural deadlines and in less than 2 attorney man-years 
being spent on this activity. The present number of pending proceedings 
relating to this activity is greater than in any recent year and the indica- 
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tions are that there will be further increases. The situation is made more 
difficult by the fact that the amendment of the Interstate Commerce Act in 
1958 brought under regulation by the Interstate Commerce Commission a 
number of agricultural commodities, moving by truck transportation, which 
had been exempted previously from such control. This has resulted in 
over 300 cases being brought before the Interstate Commerce Commission 
which will require substantial legal services of this office for the next 
several years. 

(2) An increase of $20,800 is required to meet health benefit costs under 
Public Law 86-882, applicable to the base for 1961. <A full explanation of the 
health benefit cost estimates appears in the preface at the beginning of the 
explanatory notes. 

STATUS OF PROGRAM 


The Office of the General Counsel furnishes all of the legal services required 
in connection with the programs and activities of the Department. The Secre 
tary, members of the Secretary’s staff, and program officials are advised on 
legal matters which arise in connection with their work. The progress and 
effectiveness of the functions of the Department require legal competence with 
a broad appreciation and understanding of the Department and related govern- 
mental policies and programs. 

This office is responsible for interpreting existing legal authorities affecting 
actions or proposed actions of the Department's agencies and the application 
of such interpretations to the programs and operations of the Department. 
Because the attorneys of this office are intimately acquainted with the opera- 
tions of the Department’s programs, the statutes under which they operate, and 
the sources of available information, they are frequently requested to prepare 
the many complex cases for litigation and to assist the U.S. attorneys in the 
trial thereof. In a number of appellate cases the Assistant General Counsel 
for Litigation presents the oral arguinent. 

Examples of recent activities illustrative of legal work performed during 
fiscal year 1959 are discussed below. 


AGRICULTURAL CREDIT AND CONSERVATION 


1. Farmers Home Administration programs 

(a) Dockets and applications.—An increased number of dockets for loans 
under section 8 of the revised Watershed Protection and Flood Prevention Act 
were prepared and reviewed for legal sufficiency. A number of State legislative 
proposals were reviewed for sufficiency to permit local organizations to borrow 
funds to finance local participation in cooperative projects under this act. 

(b) Mortgage forms.—A real estate mortgage form was drafted for each 
State, combining the provisions of a mortgage securing a note to the United 
States and an indemnification mortgage, the latter provisions to become effective 
when the note is sold and insured under section 18 of the Bankhead-Jones Farm 
Tenant Act, as amended, 

(c) Security servicing.—The staff assisted in the revision and consolidation 
of chattel security servicing and real estate security servicing instructions for 
use by the Farmers Home Administration. 

(7d) Loans.—Legal services were furnished in connection with individual loans, 
including a substantial number of association type soil and water conservation 
loans, outstanding among which was a commitment to a statutory water district 
for the insurance of its revenue bonds to finance construction of rural domestic 
water system. Other loan closing legal work consisted of those real estate 
eases where neither designated attorneys nor title insurance was available 
under the title clearance regulations of the agency. 

(e) Claims.—A major volume of legal work on Farmers Home Administration 
programs involved the collection of claims and accounts through bankruptcy, 
decedent’s estates, suits on notes, mortgage foreclosures, actions and damages 
for the conversion of mortgaged property, and the condemnation of security 
property for right-of-way purposes. This work, involving trial briefs and basic 
research for appellate briefs, included legal questions concerning the priority 
of the Government’s security over State and local taxes, conversion actions 
against public auctioneers, auction markets, and other converters. In this 
whole area, the purpose of these services was to present the matters to the U.S. 
attorney and the Department of Justice on behalf of the agency in such manner 
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as would expedite the civil action recommended. Reference of criminal matters 
included misrepresentations and sale of mortgaged property. 

(f) Legistation.—Legislation was drafted which would consolidate into one 
act the legislative authorities of most of the loan programs of the Farmers Home 
Administration, replacing titles I and II of the Bankhead-Jones Farm Tenant 
Act, the Water Facilities Act, and title V of the Housing Act of 1949, as amended, 
and the several emergency lending authorizations with a single act authorizing 
real estate loans, operating loans secured by chattels and loans on similar 
terms and conditions in areas determined by the Secretary to need additional 
credit because of natural disaster or severe production losses. A final draft 
was introduced as 8. 2144 and H.R. 7628, 86th Congress. 


2. Forestry and lands programs 


(a) Mining claims.—-A substantial amount of time was required in connection 
with the determination of surface rights on mining claims within national for- 
ests. This work included the review of 162 requests to the Department of the 
Interior for publication of notice to mining claimants for determination of sur- 
face rights, assistance in the preparation and review of affidavits of examination, 
area descriptions, certificates of examination of tract indexes, and related docu- 
ments accompanying such requests, and assistance in preparation for and con- 
ducting hearings to determine surface rights. 

(b) Civil and criminal actions.—At the request of the Department of Justice, 
attorneys from this office participated in the preparation and prosecution of 
civil and criminal actions, including actions arising from fire, timber, and occu- 
paney trespasses on national forests, breach of timber sale contracts, and to pre- 
vent damage to lands and resources of the national forests and other lands ad- 
ministered by the Forest Service. 

(c) Drafting or review of documents—Members of the office participated in 
the drafting or review of regulations, instructions, delegations of authority, and 
legal instruments, such as timber sale and other contracts, permits, cooperative 
agreements, deeds, conditions in licenses issued by the Federal Power Commis- 
sion under section 4(e) of the Federal Power Act, and easements for rights-of- 
way for roads for use in the various programs, including research, land utiliza- 
tion, State and private cooperative forest programs, and management of timber, 
range, water and other resources of the national forests, and other lands ad- 
ministered by the Forest Service. 

(d) Appeals under reguiation A-10.—Legal assistance was given Forest Serv- 
ice officials and the Secretary in connection with a number of appeals under 
Forest Service Regulation A-10 from administrative decisions concerning na- 
tional forest timber sales, special land uses, and grazing privileges. 

(e) Proposed legislation.—The staff assisted in the drafting of legislation to 
be proposed to Congress by the Department or to be forwarded to a Member of 
Congress in response to his request ; the analysis of proposed legislation for use in 
connection with the preparation of agency recommendations thereon; and the 
review of reports by the Department to Congress on proposed legislation. Ex- 
amples of proposals in connection with which considerable work was performed 
include those dealing with the reforestation of Federal, State, and private lands, 
mineral resources, wilderness and recreational areas, wildlife, authority to 
grant easements for rights-of-way, timber access roads, and Federal property, 
and administrative services. Assistance also was given in the drafting of a re- 
organization plan proposed to Congress and in the review of reports thereon by 
the Department to Congress. This plan dealt with functions of the Department 
of the Interior in exchange of national forest lands reserved from the public 
domain and timber therefrom for other lands within the national forests; in 
sales of small tracts of acquired national forest land; the sale of tracts spe- 
cially needed in the processing of timber from the Tongass National Forest: and 
in the utilization of certain common materials from acquired national forest 
and other lands. 

(f) Land acquisitions and casements—A number of matters were handled 
relating to land acquisition programs including acquisitions for research labora- 
tories and administrative sites. An example of the latter is the proposed ac- 
quisition by exchange of an administrative site, including improvements to 
be constructed thereon, from the city of Redding, Calif. This has involved con- 
sultations, a study of existing legislation, drafting exchange agreements, and 
submission of case as proposed to Comptroller General for decision. 

This work consisted primarily of procuring abstracts, certificates of title, and 
title insurance from commercial sources; previewing title evidence; drafting 
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and approving title documents; preparing title opinions; and preparing declara- 
tions of taking and requests for condemnation. Easements were acquired under 
the Highway Act, particularly for use in marketing national forest timber. 
$. Soil Conservation programs 

(a) Soil and water conservation.—Legal services were furnished in connection 
with the program for the prevention and control of soil erosion and the conser- 
vation of soil and water resources. This work included the review and approval 
of memorandums of understanding and cooperative agreements, studies of new 


and proposed changes of State soil conservation districts legislation, and assist- | 


ance in connection with water rights, drainage, and irrigation. 

(b) Watershed protection and flood prevention.—In connection with the 
watershed protection and flood prevention programs of the Department, at- 
torneys participated in the review and approval of Watershed work plans, 
Other assistance included participation in the preparation, review, and approval 
of deeds, easements, subordination agreements, and permits, and in such other 
matters as construction contracts, performance and payment bonds, project 
agreements, and rights relating to the control, appropriation, use, distribution, 
and storage of water for beneficial purposes. 

(c) Great Plains program.—Assistance in connection with the Great Plains 
conservation program included active participation with the Great Plains pro- 
gram interagency group. This work included assistance in the drafting and 
review of regulations, instructions, delegations of authority, and contracts and 
other legal instruments. 

(d) Water conservation and utilization projects —Deeds, easements, and 
other legal instruments were prepared and reviewed, and the provisions of ap- 
plicable Federal laws were reviewed and interpreted. 

(ce) Legislation.—Attorneys of the office assisted in securing the enactment 
of new or amendatory legislation in a number of States to further cooperation 
between State and local agencies and the Secretary of Agriculture in activities 
authorized by the Watershed Protection and Flood Prevention Act. In all, 
100 different laws have been passed in 39 States from 1955 to 1959. This work 
included extensive discussions with State officials and agricultural leaders in 
the various States, the analyses of existing applicable State laws, and assist- 
ance in connection with the drafting of proposed new and amendatory State 
legislation. 


Rural electrification and telephone programs 


(a) Loans.—Loan contracts, notes, mortgages or deeds of trust, and sup 
porting papers for each loan were drafted and executed documents were re- 
viewed and cleared. Similar services in connection with agreements modifying 
payment schedules under borrowers’ notes, and supplemental security instru- 
ments required to maintain the Government’s security interests were rendered. 

(b) Financing and construction of facilities —Option and sale agreements, 
instruments of title, franchises, commission orders, ordinances, corporate pro- 
ceedings, and other documents involved in REA financing of acquisitions by 
borrowers of existing telephone and electric systems and of construction of new 
telephone and electric facilities were prepared or reviewed. 

(¢) Legal opinions.—Opinions were rendered and advice provided with re- 
spect to the permissible limits of proposed electric or telephone loans, including 
those involving complex arrangements for joint financing with non-REA sources 
and pooling and interconnection of facilities. 

(d) Contracts.—Contracts relating to borrowers’ construction, engineering 
services, power sales, and procurement, and connecting company arrangements 
were prepared, reviewed, or revised. Legal assistance was given in disputes 
involving such contracts. 

(ec) Titles, regulatory jurisdiction and litigation —Review and clearance of 
borrowers’ titles to real estate, of the organization and revisions of borrowers’ 
corporate structures, and of required orders or approvals of borrowers’ activities 
and rates by State and Federal regulatory bodies were made. Assistance and 
advice was given to REA officials and borrowers’ attorneys in litigation or 
proceedings involving these matters. 

(f) Loan security problems.—sStaff members aided in the solution of bor- 
rowers’ operating or security problems, including the preparation of supple 
mental loan and security documents and advice to effectuate the transfer of 
telephone or electric properties from one borrower to another, involving the 
assumption of indebtedness to the Government and the assignment of loans. 
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(g) Nuclear power, generation and transmission arrangements and communi- 
cation.—Attorneys worked with the REA in negotiating and drafting contracts 
in connection with borrowers’ proposals to construct nuclear electric generating 
plants. Similar assistance was given to REA in connection with the negotiation 
of contract terms and revisions between electric generating and transmission bor- 
rowers and power companies and Federal power agencies resulting from REA 
financing of new generating and transmission facilities to meet growing needs 
of borrowers. Legal advice to REA also was provided in connection with con- 
struction and operating agreements for telephone and related communication serv- 
ices to the Air Force’s semiautomatic ground environment warning system. 

(h) Power supply and integration.—The office reviewed joint power supply or 
integration arrangements between electric borrowers and power companies, or 
State or Federal agencies, involving in some instances REA loans for facilities 
to be leased to or operated by the power companies or governmental agencies, as 
well as other types of integration of facilities, in the interests of comimon econo- 
mies. The effects of litigation and disputes pertaining to such integration, par- 
ticularly on the advance of loan funds, were considered. 


COMMODITY CREDIT, PRODUCTION AND ADJUSTMENT 


1. Price support programs 

The legal work in connection with price support programs continued to be 
heavy. Bulletins, announcements, instructions, regulations, notes, chattel mort 
gages, loan agreements and purchase agreements used in the price support pro- 
gram were prepared or reviewed. A change in the cotton program to the exten- 
sion of price support through purchases as well as loans, as required by law, 
required the preparation of opinions with respect to various legal problems and 
new announcements and legal documents for use in the program. Legal advice 
was also given with respect to the preparation of contracts between the Com- 
modity Credit Corporation and dealers, processors, private lending agencies, and 
the Federal Reserve banks, which are utilized by the Corporation in carrying 
out its price support operations. 
2, Commodity Credit Corporation disposal and crport programs 

Legal services rendered in connection with disposal and export programs of 
Commodity Credit Corporation continued to increase. Legal assistance was 
furnished in connection wtih problems arising in the negotiation of 152 barter 
transactions. The average value of agricultural commodities disposed of under 
each of such transactions approximated $1 million. Legal advice was given with 
respect to problems arising during the course of performance of barter agree- 
ments, including the negotiation and consummation of 27 contract amendments. 
Legal problems were handled which arose out of the payment-in-kind export 
programs developed in the preceding year. In connection with the various dis- 
posal operations, regulations, announcements, and agreements were prepared, 
and the claims and varied legal problems arising in connection with the process- 
ing, transporting, warehousing, and financing of commodities under these pro- 
grams were handled. 


3. Storage operations 


(a) Legal problems were handled in connection with the leasing and manage- 
ment of the bin sites used in the storage of CCC-owned grain. The office as- 
sisted in the preparation of contract forms for loading, transporting, weighing, 
and unloading grain stored in CCC bins and in the preparation of forms for the 
purchase of equipment for use at bin sites. Legal problems in connection with 
taxes, labor, warranties, and claims were also handled. 

(b) The office prepared regulations, notes, loan agreements, and other docu- 
ments in connection with loans to farmers for the construction of storage facili- 
ties and the acquisition of mobile drying equipment for storage and preservation 
of grain on farms while held under price support loans and rendered legal 
advice in problems arising in this work. 

(c) Legal services were rendered in connection with the commercial storing 
of commodities owned by or under loan to Commodity Credit Corporation and 
With respect to the maritime fleet storage operations. Problems arising in the 


oo 


storing of section 32 and school lunch commodities were also handled. 
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4. Emergency feed relief program 
In the conduct of this program by Commodity Credit Corporation for drought, 
flood, and other disaster relief under section 407 of the Agricultural Act of 1949, 


as amended, various regulations, application forms, and other legal instruments | 


were prepared. Legal assistance was also rendered in connection with the day- 
to-day operation of the program and claims which developed. 


5. Title I, Public Law 480 program 


Legal assistance given in the sale of surplus agricultural commodities for for- 
eign currencies under title I of Public Law 480 included the preparation and | 


legal approval of regulations, purchase authorizations, and procedures, the day- 
to-day operation of the program, and claims arising thereunder. 
6. Foregin market development 

The many varied legal problems which arose in carrying out the program of 
the Foreign Agricultural Service to develop new and expanded markets for U.S. 
agricultural commodities, using foreign currencies derived under title I of Public 
Law 480, were handled by this office. Also, project agreements and amend- 
ments were reviewed by this office. 

7. Section 22 of Agricultural Adjustment Act (of 1933) 

Legal assistance was given with respect to proposed action under section 22, 
including participation in hearings before the Tariff Commission, in connection 
with the imposition of import restrictions, in the form of fees or quantitative 
limitaitons, on agricultural commodities the importation of which affects certain 
programs of the Department 
8. Section 32 program 

Varied legal problems were considered by this office in connection with the 
purchase and donation, export, and diversion programs carried out under sec- 
tion 32 of the act of August 24, 1935. These included the preparation or legal 
approval of regulations and procedures, contracts, donation agreements and 
other legal instruments, and the dockets authorizing or amending the programs, 
9. School lunch program 

Legal problems affecting programs for the procurement and distribution of 
a variety of food products under section 6 of the National School Lunch Act 
were worked out in this office. Dockets authorizing the programs were reviewed 
and contracts, procedures, and regulations were drafted or approved for legality. 


10, Special milk program 

The special milk program conducted by Commodity Credit Corporation to 
increase the consumption of fluid milk by children in nonprofit schools, child- 
care centers, and similar nonprofit institutions requires regulations, application 
forms, and other legal instruments which are prepared by this office. Legal 
assistance was also given in problems arising in day-to-day operation of the 
program. 
11. Corporate management 

Legal advice was given the Board of Directors, Commodity Credit Corporation, 
and administrative officials of the Department on organizational, administrative, 
fiscal, budgetary, and procedural matters associated with general corporate 
activities of Commodity Credit Corporation. Resolutions required in the adop- 
tion of policies and programs of the Corporation were prepared for the approval 
of the Board of Directors. Numerous reports required by Congress covering 
corporate activities were prepared or reviewed. 
12. Commodity Credit Corporation claims and litigation 

Inventories acquired by Commodity Credit Corporation under the price sup- 
port program are at an alltime high. It is expected that the inventory takeovers 
in 1959 and 1960, as a result of continued high levels of production and farmer 
participation in price support programs, will be at record levels. It seems 
obvious that, with this unprecedented volume of price support activity and the 
many problems incident to the acquisition, storage, handling, and disposition 
of commodities, that the volume of claims and litigation, both by and against 
Commodity Credit Corporation, will continue at high levels and quite probably 
increase during the next several years. 
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Fiscal year 1959 was marked by a reduction in numbers of Commodity Credit 
Corporation cases in litigation, but there was a substantial increase in dollar 
amounts. Several new cases involved large amounts ranging from several 
hundred thousand dollars to $5 million. New Commodity Credit Corporation 
cases referred to the Department of Justice and suits filed against the Corporation 
numbered 394 during fiscal year 1959. Action was completed in 688 cases pending 
in the Department of Justice or in the courts, leaving a total of 1,045 cases 
(involving an aggregate amount of $29.5 million) pending at the end of fiscal 
1959. Continued progress was made in completing action in a number of older 
cases involving large sums of money which have required several years to 
conclude. A number of such older cases, however, are still involved in litigation, in 
either the trial or appellate courts, the handling and disposition of which 
probably will continue to require considerable work by attorneys in this office. 
In view of the complexity and importance of many of the Commodity Credit 
Corporation cases, the Department of Justice and the U.S. attorneys usually 
request assistance and participation by attorneys of this office in the preparation 
and trial of the most difficult and important cases. This office complies with 
such requests to the maximum extent possible in view of the importance of the 
results to the Government and the farm program. 

In addition to the Commodity Credit Corporation litigation, nine new cases 
arising under section 32 and the school lunch program were referred to the De 
partment of Justice during the fiscal vear, and nine such cases were closed dur- 
ing the same period. Thus, the number of section 32 and school lunch cases 
pending in court or in the Department of Justice at the end of the fiscal year 
remained at 13, and involved approximately $1.25 million. 

The nature and complexity of claims and litigation work involving Com- 
modity Credit Corporation are illustrated by the following: 

(a) Grain shortage and deterioration cases.—The effects of unprecedented 
inventories of agricultural commodities were evident in the field of commercial 
warehouse grain storage. During the 1959 fiscal year, 54 new cases involving 
shortages and deterioration of grain and other fungible coimodities stored in 
commercial Warchouses were referred to the Department of Justice. The com- 
pletion of action in 50 cases left 75 cases in this category involving approxi- 
mately $10 million, pending as of June 30, 1959. 

Seven new indictments (including one information) were returned in Federal 
court in grain shortage cases during fiscal year 1959, making a total of 119 in- 
dictments and informations returned since January 1951. Four defendants were 
successfully prosecuted during the fiscal year, bringing the total convictions 
since January 1951 in grain shortage cases to 87 individuals. 

The matter involving the Coultas Bros. Grain Co., of Florence, Tll., was the 
largest shortage and deterioration case arising during the fiscal year. In view 
of the apparent magnitude of the shortages (in Soybeans, wheat, and corn) and 
the importance of expeditious handling, the matter was referred to the U.S. 

ttorney during the early stages of the investigation. The managing partner 
has heen charged under a criminal complaint and placed under bond pending 
action by a Federal grand jury. The partners in the company have filed a 
petition for an arrangement under chapter 11 of the Bankruptcy Act in which 
they allege assets which are more than sufficient to pay all known liabilities, 
including the claim of the Government. It is estimated that Commodity Credit 
Corporation's Claim will be in excess of $1 million. 

The case of Cargill, Inc. v. United States, in the northern district of New York, 
is illustrative of some of the older cases which continue to require extensive 
participation by attorneys in this office in all stages of litigation because of the 
importance of the cases and the vigorous contesting of liability by the private 
litigants. The trial of the Cargill case was completed early in fiscal year 1959 
and a judgment rendered in favor of Cargill, Inc., for warehouse charges and 
interest in the amount of almost $740,000. Judgment was rendered against the 
Government on its counterclaim for more than $1.3 million. The ease is now 
pending on appeal by the United States to the U.S. Court of Appeals for the 
Second Circuit. Upon request by the Department of Justice, attorneys from 
this office have participated extensively in the preparation, pretrial proceedings, 
and trial of this case. Over the past 2 fiscal vears, it is estimated that the case 
has required approximately 1S man-months’ time of attorneys in this office. If 
the appellate court should reverse and remand the case for a new trial, a retrial 
would undoubtedly require many additional months of work. 

The case of Bartlett Grain Company v. Commodity Credit Corporation, pend 
ing in the western district of Missouri, is a suit for declaratory judgment brought 
by the plaintiff to determine its liability to Commodity Credit Corporaton to 
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— 


account for insurance proceeds recovered as a result of loss and damage to | 


Commodity Credit Corporation grain. The plaintiff contends that it should 
be permitted to deduct from the gross insurance proceeds due Commodity Credit 
Corporation of $258,000 legal fees and expenses of litigation amounting to 
some $79,000. Commodity Credit Corporation contends that, under the terms 
of the Uniform Grain Storage Agreement, the company is required to bear all 
costs of recovering the insurance indemnity. The case presents difficult and 
novel legal issues and attorneys from this office are rendering extensive as- 
sistance in preparing the matter for trial. 

(b) Drought emergency feed programs.—Considerable progress was made in 
fiscal year 1959 in bringing many of the older cases in this category to a con- 
clusion. One hundred and thirty-six emergency feed program cases pending in 
the Department of Justice were closed during the fiscal year, as compared with 
a total of 75 new cases referred to that Department. This left a total of 229 
emergency feed program cases involving $3 million, pending on June 30, 1959. 
Extensive assistance is rendered by this office at the request of the Department 
of Justice in the handling and disposition of these cases, 

Most of the cases now pending and being referred currently to the Depart- 
ment of Justice involve 1954 and 1956 programs; 31 of those referred in fiscal 
vear 1959 were claims against farmers who had represented that they were in 
financial need of emergency feed assistance. Because of alleviation of drought 
conditions, no program was required in 1958 and only a limited program in 1157, 


(c) Claims arising under erport programs.—A number of claims have arisen 
in connection with breaches of various provisions of regulations and contracts 
under export programs of Commodity Credit Corporation, Also, a few suits 


have been filed against Commodity Credit Corporation by persons claiming a 
breach by the Corporation of contracts made under export programs. 

In one case, Bernard S. Cohen, of Houston, Tex., has filed suit for more than 
$5 million for damages claimed to have been suffered as a result of the failure 
of Commodity Credit Corporation to deliver 128,405 bales of cotton which it 
had allegedly sold to Cohen, in the name of Dal-Tex Cotton Traders, for export. 
Cohen's suit, filed in October 1958 in the Federal District Court for the Western 
District of Arkansas, was dismissed on May 7, 1959, on the ground of improper 
venue because the plaintiff was not domiciled or engaged in business in Arkansas. 
The plaintiff in June 1959 refiled his suit in the U.S. District Court for the District 
of Columbia. The Commodity Credit Corporation Charter Act provides that 
any suit against the Corporation shall be brought in the District of Columbia 
or in the district wherein the plaintiff resides or is engaged in business. 

Three U.S. firms who had entered into barter and exchange contracts with 
Commodity Credit Corporation for the exchange of imported mica for agri- 
cultural commodities for export have filed suit in the southern district of New 
York, in Ashville Mica Company, et al. v. Commodity Credit Corporation, seeking 
declaratory judgment involving the interpretation of price adjustment clauses 
in the contracts. The aggregate amount involved in these suits is approximately 
$126,000. 

A number of cases involving various violations of cotton and cotton products 
export programs have been referred to the Department of Justice during the 
fiscal year 1959. Several of these have been the subject of extensive negotia- 
tions for compromise settlement. These required many conferences and legal 
advice to Department officials prior to referral of the matters to the Department 
of Justice and, after referral, extensive assistance furnished to that Depart- 
ment upon its request. 

13. Production and adjustment programs 

(a) Regulations.—Regulations in connection with marketing quota programs 
affecting cotton, wheat, peanuts, rice, and tobacco programs carried out under 
sections 7 to 17, inclusive, of the Soil Conservation and Domestic Allotment 
Act, as amended, and the programs for sugar under the Sugar Act of 1948, as 
amended, were drafted by the Office of the General Counsel. 

(b) Administrative hearings —Legal assistance was furnished in connection 
with a large number of administrative hearings before review committees ap- 
pointed by the Secretary of Agriculture for review of acreage allotments and 
marketing quotas, and in connection with judicial review of review committee 
determinations. These activities included the preparation and presentation of 
evidence before the review committees, and the preparation of necessary plead- 
ings and records to be filed in court by the review committees, and the drafting 
of briefs and legal memorandums for use of U.S. attorneys in defending review 
committee action. Also, a number of review committee determinations were 
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excunined for legal sufficiency. Assistance was also furnished with respect to a 
number of public hearings in the administration of the Sugar Act. 

(c) Marketing quota penalties —The workload in connection with tobacco, 
peanut, cotton, and wheat marketing quota penalties continued to be heavy. 
{ substantial number of these cases were disposed of without reference to the 
Department of Justice, usually through collection effected by demand letters. 
During the fiscal year ending June 30, 1959, approximately 500 cases were re- 
ferred to this Office. About 350 of these cases were referred to the Department 
of Justice. 

(d) Crop insurance regulations and contracts.—The Office continued to assist 
the Federal Crop Insurance Corporation in the drafting of regulations and con- 
tracts in connection with crop insurance programs, the collection of delinquent 
crop insurance premiums, and the preparation of defense of suits against the 
Corporation for indemnities. 


MARKETING AND REGULATORY LAWS 


1, Marketing agreements and orders 

During the fiscal vear 1959 formal hearings were held in connection with 6 
proposed new milk orders and 46 amendments to existing milk orders, and 5 
hearings were held in the fruit and vegetable and miscellaneous field. Two milk 
orders were consolidated with other existing milk orders. Eleven new milk 
orders and one new fruit and vegetable order were made effective, resulting 
in 115 programs (77 milk and 389 fruit and vegetable and related fields) at the 
close of the fiscal year, a new high in the number of programs being serviced. 
The number of active programs has increased each fiscal year since 1949 
when there were only 54: the total increase amounting to well over 100 percent 
in milk orders and over 50 percent in fruit and vegetable and related orders. 
Thirty-five amendments to existing orders were promulgated and certain pro- 
Visions of orders were suspended or terminated by 24 such actions. At the close 
of fiscal 1959, proceedings in connection with five new milk programs were 
pending in various stages of completion. 

In general, litigation under marketing orders was heavier in fiscal 1959 than 
in the prior year. There were 90 cases pending at the close of fiscal 1959 as 
compared to S82 at the close of fiscal 1958. During fiscal 1959, in the milk order 
field, 16 proceedings involving administrative decisions by the Department's 
judicial officer, 9 actions appealing decisions of the judicial officer to the courts 
27 civil enforcement and other civil actions, and 1 criminal action were insti- 
tuted. Under marketing orders for commodities other than milk, 145 criminal 
actions, 10 civil actions, and 1 proceeding involving an administrative deci 
sion by the judicial officer were received. 

The expansion in 1957 of the New York milk order to large segments of upstate 
New York and New Jersey has resulted in greater than usual enforcement 
problems. Litigation under this complex order increased during the 1958 and 
1959 fiscal years, and is expected to continue at a high level for the next few 
years. In 1959, 25 enforcement or review proceedings were started under this 
order, compared with 16 in 1958. Twenty-two such cases were pending at the 
close of the fiscal year, compared to 15 at the close of the 1958 fiseal year. 


2. Perishable Agricultural Commodities Act 

During the 1959 fiscal year, 339 reparation cases were instituted as compared 
with only 236 such cases in fiscal year 1958. Reparation cases disposed of dur- 
ing fiscal year 1959 numbered 284, leaving 187 pending at the end of the year as 
compared with 132 such cases at the close of fiscal year 1958. Five formal dis 
ciplinary proceedings were pending at the beginning of fiscal 1959 and 17 new 
proceedings were received during the vear. Eighteen such disciplinary proceed- 
ings were disposed of during 1959, leaving four such cases pending as of June 
30, 1959. Six new court enforcement actions were received, leaving 10 such cases 
pending at the close of the year. Two new court enforcement actions were 
initiated under the related Produce Agency Act during fiscal 1959, leaving three 
pending at the vear’s close. 

Such disciplinary and enforcement matters require considerable work in the 
preparation of pleadings, presentation of evidence, briefing, argument, etc., and 
the volume of such cases has tended to increase in recent years. 


8. Packers and Stockyards Act 


Public Law 85-909, effective September 2, 1958, broadened the jurisdiction of 
the Department over livestock transactions by deleting the area requirement for 
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posted stockyards and by vesting the Department with jurisdiction over all live 
stock transactions in interstate commerce whether or not at a posted stockyard. 
As a result of this enactment and the increased emphasis being given to trade 
practice investigations, there has been considerable increase in the volume of 
legal work arising under the act 

Stockyards posted under the act increased in number from 600 to over 1,500 
posted stockyards during the fiscal year 1959. This represents an increase of 
over 150 percent in the number of posted stockyards. Also, hundreds of addi- 
tional market agencies and dealers became subject to the act. It is anticipated 
that approximately 800 more stockyards will be posted during the fiscal year 1960, 

During fiscal year 1959, the 80 formal administrative cases disposed of by 
orders included 17 rate matters, 49 disciplinary proceedings, and 14 reparation 
proceedings. Notwithstanding the large number of cases disposed of, there 
remained pending as of June 30, 1959, 90 formal administrative proceedings. 
In addition, investigation reports have been submitted to the oftice for the 
preparation of initial pleadings in approximately 20 other cases. This repre- 
sents an unusually heavy workload pending at the end of the fiscal year. 

The increase in cases under title II of the act, which prohibits unfair, 
monopolistic, and restraint of trade practices by packers, has continued. Many 
of these cases involve complex and novel issues of fact and law and are strongly 
contested. Therefore, the attorneys must devote substantially more time to 
such cases than to other less complicated cases. Twelve cases involving packers 
were instituted during the fiscal year. At the end of the fiscal year, 10 formal 
eases in which complaints had been issued were pending and investigation 
reports in 7 other cases had been submitted to this office for initiation of 
formal proceedings. There is every reason to believe that the increase in 
packer cases will continue, since 63 investigations in this field were initiated 
during fiscal year 1959 and 42 of such investigations were pending as of June 30, 
1959. 

A major rate proceeding initiated during fiscal year 1958, which involves all 
the basic factors of ratemaking, has continued during the entire 1959 fiscal year. 
The hearings have been completed and the parties are now in process of pre 
paring briefs. This proceeding has required the full time of one attorney for 
the entire fiscal year 1959 and will require his attention for several more months. 
Such case, because of its precedent nature, could result in a substantial number 
of other rate proceedings. 

j. Poultry Products Inspection Act 

The Poultry Products Inspection Act made applicable to poultry processors 
engaged in interstate commerce certain mandatory requirements comparable 
to those imposed upon meat processors under the Meat Inspection Act. The 
mandatory requirements became effective January 1, 1959, but provision was 
made for exemption from provisions of the act until July 1, 1960, of any person 
engaged in processing of poultry or poultry products for such period of time 
as the Secretary determines it would be impracticable to provide inspection. As 
of June 30, 1959, poultry establishments at 603 locations were operating under 
mandatory inspection and a substantial number of establishments were engaging 
in exempt operations. 

The transition from a voluntary inspection program to a mandatory program 
has required a substantial volume of legal services. Numerous and difficult ques- 
tions have arisen concerning the interpretation of the act, the applicability of the 
act to varying factual situations, and the breadth of the several exemptions. 
Various amendments of the regulations have also been prepared. 

The mandatory inspection program has reached the stage where enforcement 
activities are steadily increasing. This increase should be particularly heavy 
during the next several fiscal years as the emphasis is changed from information 
and education to legal enforcement of the requirements of the act. 

5. Miscellaneous regulatory and service programs 

The workload under the remainder of the 50-odd regulatory and service statu- 
tory programs administered by the Department, such as the Commodity Ex- 
change Act, the animal quarantine and plant quarantine statutes, the Federal 
Seed Act, the Tobacco Inspection Act, and various inspection and grading stat- 
utes, has remained at substantially the level of fiscal year 1958. The caseload 
pending in the field of transportation proceedings before regulatory bodies, such 
as the Interstate Commerce Commission, increased to 65 such proceedings at the 
end of fiscal year 1959, which is substantially higher than has prevailed in recent 
years. 
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AGRICULTURAL RESEARCH AND STAFF LEGAL SERVICES 


1. Fiscal administration 

A number of questions arose involving availability of appropriations for acqui- 
sition of real property, construction and alteration of buildings, and the remodel- 
ing or improvemnet of buildings under GSA control. 

In cooperation with the Budget Bureau and the General Accounting Office, a 
number of problems were worked out incident to the use of foreign currencies 
and dollar funds under the Agricultural Trade Development and Assistance Act 
of 1954 (Public Law 480), for research work. These problems included a deter- 
mination of the effect of the enactment of section 104(k) of that law as it bore 
on activities authorized by section 104(a), as well as methods of handling the 
payment of expenses under section 104(k). 

2, Contract appeals and procurement 

Members of this office served as members of boards of contract appeals pursu- 
ant to newly adopted secretarial regulations. Other members of the office 
independently advised agencies on contract problems incident to such appeals 
and acted as counsel in the proceedings. New Federal procurement regulations 
issued by the GSA required reexamination of many contract practices. These 
regulations also were accompanied by reformed delegations of authority to this 
Department, in many respects broader than before, and assistance was given to 
administrative personnel in placing these rules into effect including the review 
of internal regulations and instructions for the Department. Several unusual 
problems were encountered in procurement for research purposes and for activ- 
ities in presenting agricultural exhibits abroad. 

3. Statehood for Alaska and Hawaii 

The admission of Alaska as a State and the comparable action for Hawaii 
posed a number of problems as to the effect of such statutes on programs of 
the Department. Included in these were reexamination of all laws governing 
the various Department programs to determine what concurrent effect statehood 
would have and what changes, if any, should be sought in basic law. Assistance 
was given to the Budget Bureau in drafting pertinent portions of remedial legis- 
lation on behalf of the Department, culminating in Public Law 70, 86th Congress 
(Alaska Omnibus Act), enacted June 25, 1959. 

In the case of Hawaii, studies begun in the latter part of fiscal 1959, will 
presumably be culminated in the current fiscal year, looking toward similar 
treatment of statutory authorities with respect to Hawaii. 


}. Personnel administration 


There was an unusual amount of litigation involving present and former em- 
ployees of the Department, arising partly from statutory provisions affecting 
employee status, and partly from changing or novel court rulings in this field. 
Assistance was rendered to the Department of Justice in the preparation of such 
eases. There were also a number of problems in the area of security, likewise 
brought about by recent court decisions. 

Other major personnel problems considered during 1959 included those arising 
from the enactment of the Government Employees Training Act: the Alaska 
Statehood Act; interpretation of laws relating to preservation of salaries of 
employees in downgraded positions ; overtime pay; and interchange of employees 
with State governments. 

5. Research 

A major project in this field continued to be consideration of bills and pro- 
posals for new and enlarged authorities in products research, especially in in- 
dustrial utilization. Other research matters included interpretation of Public 
Law 85-034, which provides new authority for grants in basic research, and 
the review and analysis of a number of novel questions in connection with 
grants and contracts for research work. 

6. Tort claims 

Although most of the tort claims continue to involve highway accidents, there 
has been an increase in the number of claims for personal and property damages 
arising from the use of the national forests for recreation by the public. Typical 
causes of such damage or injury are falling trees and limbs onto roads and into 
campgrounds maintained by the Forest Service for the public. The major 
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legal issue in such cases is the degree of duty of the Forest Service to the using 
public to maintain natural facilities under very difficult conditions. Assistance 
was given to the Department of Justice in the preparation of defenses in several 
suits involving liability for damage by forest fires to private property. The 
use of a pesticide to combat the fire ant has involved the Department in the 
question of its liability for damages caused by the pesticide. 

A total of 109 tort claims for $14,374 was allowed under the Department’s set- 
tlement authority, and 35 such claims for $10,099 were disallowed. At the close 
of the fiscal year, 48 tort suits involving the Department were pending in the 
courts, seeking damages totaling $3,224,164. 

7. Farmer cooperatives 

Opinions were expressed on several questions of new impression concerning 
the applicability of the Capper-Volstead Act to acquisitions of noncooperative 
businesses by cooperatives and to proposed marketing arrangements. Three 
complaints of alleged violation of section 2 of the Capper-Volstead Act (‘‘undue” 
enhancement of prices by a cooperative), were considered for action, but further 
action was not taken since in each case evidence adduced did not support the 
allegations. Cooperatives were given informational help on the legal aspects 
of a number of their functional problems, including, for example, interpretation 
of Internal Revenue rulings, and the scope of the “cooperative” exemption in the 
Motor Carrier Act. 


8. Patents 
During the year, 121 new patent cases were referred to the office and action 
was initiated on 128 cases. Two hundred and eighty-four cases were prose- 
cuted through various stages in the Patent Office. One hundred and sixteen 
applications were filed and 99 terminated as patents; 22 appeals were filed 
before the Board of Appeals and 35 appeals were terminated, 24 of the 35 being 
terminated in favor of the Department. One interference was declared and one 
was terminated, favorable to the Government. Inventions submitted to the 
Office for proposed patent applications involve the fields of chemistry, electronics, 
electricity, optics, and mechanics. These patents are in the field of public inter- 
est in that they are directed toward new methods utilizing agricultural prod- 
ucts, new materials derived from agricultural products to expand the field of 
their use, and new equipment for use on the farm or in connection with the 
industrial use of agricultural products. For example, during fiscal 1959 pat- 
ents were obtained relating to: 
(a) Cotton working apparatus: 
(b) Novel resins used to produce flame, crease, and rot resistance in 
fabrics: 
(c) Insecticide compositions ; 
(d) The field of hormones, on compounds which are intermediates or 
precursors for conversion to cortisone ; 
(e) A process for the production of full-flavored, easily reconstituted 
orange juice powder ; 
(f) The production of food antioxidants and food packaging machinery: 
and 
(g) In the field of agricultural machinery, a hydraulic soil sampler for 
taking deep core samples. 


Mr. Wuirren. We wish to welcome before the committee our friend 
and former colleague, Frank Barrett, General Counsel of the Depart- 
ment. He is an outstanding lawyer with quite a long and outstanding 
career in the Congress, both the House and the Senate. 

Mr. Barrett, we are glad to have you and we will be glad to have 
your general statement. 

GENERAL STATEMENT 


Mr. Barrett. Thank you, Mr. Chairman. 

At the outset, let me say that I am pleased indeed to come back to 
this meeting place, and to appear before your committee. I have ap- 
peared before this same committee a good many years ago when I 
served in the House. I have served with all the members of the sub- 
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committee who are here present today. Let me say in my absence the 
other day, my former colleague, Fred Marshall, made some very kind 
remarks about me and I want to take this opportunity to thank him for 
doing so. 

I value all of you as iny close personal friends and I have a high re- 
vard not only for this committee, but for the entire Congress, both 
the House and the Senate. 

Now, Mr. Chairman, let me say this: [ am terminating my services 
as General Counsel in the very near future. Although I have had a 
little less than 1 year as General Counsel of the Department, I have 
enjoyed the work immensely. 


LEGAL STAFF 


I can say to you very truthfully that the legal staff, particularly my 
Deputy General Counsel, Ed Shulman, and the Assistant General 
Counsels, Charlie Bucy, Neil Brooks, and Ralph Koebel, are outstand- 
ing lawyers. They are hardworking, dedicated public servants. They 
have worked hard during the past year and if I have accomplished any- 
thing for the Department and for the Office, it has been because of 
their loyal support. 

[ can say to you very truthfully they are men who do not watch the 
clock. They work every hour of the day and are tremendously busy. 


VARIETY OF WORK 


Furthermore, let me say that the problems that come before the Of- 
fice of the General Counsel are varied. The vy are different every day. 
They are difficult and important problems. It is note asy to keep the 
Department on an even keel from the legal standpoint. Practically 
every program of the Department involves the Office of the General 
Counsel. 

[ have been amazed at the capacity of these men to handle the legal 
problems in connection with all of these programs. 

| want to speak a word for them. In my judgment, they have been 
underpaid. If they were out in private practice, men of their caliber 
and ability would draw twice as much as the ‘y do in the Government. 

I recognize that there are some benefits to public office—retirement 
and so on and so forth—but on the whole lawyers in the General 
Counsel’s Office are deserving of high commendation and before I 
leave the Office, 1 want to take the opportunity to say something in 
their behalf. 

Now that goes not only for my deputy and the assistants, but for 
the entire staff, including the people i in the field offices over the country. 


FIELD OFFICES 


When I took office, I found that the field organization particularly 
Was not in a good shape. For instance, we had 18 offices reporting 
directly to W ashington. When these offices needed help they called 
Washington and we would send somebody out from Washington or 
another field office to help them in an emergence y. 

After visiting most of the ome es and speaking with people in the 
field I decided a reorganization was necessary. I reestablished some 
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regional offices over the country. Out in your area, Walt, we made 
Portland the regional office and made the office that we have at Mis- 
soula a suboflice reporting to Portland. We made Los Angeles and 
Ogden suboffices under a regional office in San Francisco. 

Then in the Midwest, Milwaukee was made a branch of the Chicago 
regional office. Down in the Southeast, we placed the Raleigh office 
under the supervision of Atlanta. We made some changes in the 
work of the oflice in Little Rock. We assigned Little Rock all of the 
work in Louisiana, including the Commodity Credit office in New 
Orleans. This work had been handled at Atlanta. 

The purpose of these changes was twofold. First, we wanted to 
make it possible for the smaller offices to go to the larger ens and 
get the help there without consulting us and with a minimum of 
expense. The problems generally are similar in a given area, that 
is, in the areas which make up our regions. This new arrangement 
permits us to pool the legal skills in a given area and use our “people 
to a much better advantage. 

Now the second point is this: I had heard a complaint that lawyers 
from two or more different offices were going into a State and giving 
advice to the program people. We have tried to arrange it so the 
same lawyer would contact all of the agencies of the Department of 
Agriculture in a given State. The program people now deal with 
the same lawyer on all matters instead of having one lawyer on one 
set of activities, and another lawyer on another set. I think it has 
worked out much better. 

For instance, in Los Angeles, I found complaints that the program 
people would call our Los Angeles office on a matter and be told that 
it was handled in San Francisco. The U.S. attorneys like to deal 
with one man on all of the matters affecting agriculture in their area 
so the change has worked out much better from this standpoint also. 

Now on Little Rock, let me explain this, Mr. Chairman: In Little 
Rock I found that we had been sending a lawyer over from Atlanta 
to New Orleans frequently to consult with the commodity credit office 
on cotton matters. 

On the other hand, an attorney from the Little Rock office would 
be going down into Louisiana several times a month on other matters. 
Now the Little Rock office handles all the matters in Louisiana and 
everybody seems to be satisfied. It gives better and cheaper service 
because when an attorney goes down there he handles matters affect- 
ing all of the agencies of the Department, instead of Just one or two. 

On the whole, I think it is going to provide better service in the 
field as far as the legal aspects of the Department’s programs are 
concerned. 

SAVINGS EFFECTED 

As a result of the changes that we have put through in the field, 
we have been able to effect some savings. In the first place by com- 
bining the work at Raleigh and Atlanta we reduced the staff by one 
lawyer. At Little Rock because of this combination, we are getting 
by with one less lawyer. 


We rnoved one lawyer from St. Paul down to Chicago where we 


needed him badly and did not fill in behind him at St. Paul. 
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WASHINGTON OFFICE 


In addition to that, we have made a major consolidation and 
savings here in Washington. When Fred Mynatt transferred to Ten- 
nessee with the REA, we eliminated one Assistant General Counsel 
position by consolidating Mr. Mynatt’s old job with Mr. Koebel’s. 
We eliminated a secretarial position also. The result has been a sav- 
ings of about $40,000 a year. 

by the way, I neglected to say, in addition to my assistants in the 
legal field, my executive assistant here who handles all the office work, 
Ed Bawcombe, has done a very outstanding job. He is just as good 
in his field as you can get and is on a par with the lawyers. We are 
giving him a high rating when we say that. to you. 

Mr. Wuirren. This is fine, Mr. Barrett, and our dealings with 
members of your staff, here, bear out your feelings. 


GRADES OF ATTORNEYS 


Mr. Barrerr. Now strange as it may seem, I ran into a situation 
out in the field where men who had served the Department of Agri- 
culture for fewer years than some of our lawyers, invariably would 
be a grade or two higher than the lawyers who were advising them. 

[thas been a source of concern to our people, particul: iwly out in 
the field. Often at meetings of the top men in the different agencies 
of the Department we would find that our grade 11 or 12 man would 
be meeting with and counseling men who were in grades 13 and 14, 
or even higher. 

| believe our people had been underclassified in some areas so I] 
endeavored to make some promotions. By effecting economies pre- 
viously referred to [ was able to do this and it has worked out quite 
satisfactorily. 

There was another result of this underclassification of some of 
our lawyers that in my judgment has been very detrimental to the 
Office and to the whole Department : Lawyers in our office often found 
they could transfer to other agencies of the Government at a higher 
or: ade than the vy held in our office. 

I had a case here 6 months ago involving a very top young man, 
who is an assistant to Neil Brooks, handling litigation. When I 
learned he had been offered an appointment at grade 15 in the Federal 
Trade Commission, I told my deputy, Mr. Shulman, that we could not 
afford to lose this man and if he was worth a 15 to the Federal Trade 
Commission, certainly he was worth a 15 to us, so I gave it to him. 

There is another matter along this line to which I would like to 
call your attention. We have many problems involving transporta- 
tion in Charlie Bucy’s office. Twice in the past several years we have 
lost the entire transportation force. ‘These attorneys went to other 
Federal agencies or private practice at salaries we were not able to 
meet and we lost them. 


ADDITIONAL STAFF NEEDS 


We are asking for additional money here and we hope you gentle- 
men will give some consideration to it. We have some 3 vacancies in 
the office now and we have asked for 11 additional lawyers. 
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We would like to be able to get the top young graduates from law 
schools. Unfortunately the way the appropriation cycle works out, 
we have not been able to get them because we seldom know early in the 
spring semester what funds we are going to have to employ these 
young attorneys. As a rule, in the years past when we did get the 
money, many of the best ones were already committed in other places, 
some in Government and some in private pri actice. 


AREAS OF INCREASED WORKLOAD 


Now, I would like to talk to you about two or three other matters 
here: 1 was over on the other side of the Capitol when we made some 
changes in the Packers and Stockyards Act. In 1957, $782,000 was 
given the program people to administer the Packers and Stockyards 
Act; now this figure has jumped up to $1,387,000. 

Instead of having 600 yards over the country posted, we have over 
2,000 posted at the present time and that is where the administrative 
agency’s money is going. There is a lot of legal work in connection 
with that same undertaking. We are asking $75,000 more for this 
work. We think we need it and need it badly. We are up againsi 
2 situation where, when these problems come up, we just have to push 
aside the less urgent matters. We have had to neglect some work in 
order to get by. 

There has been a tremendous increase in marketing agreements 
and orders. The number of orders has increased from 54 in 1949 
to 116 today. There are 78 milk orders and 37 fruit and vegetable 
orders. That increase is causing a great deal of additional work 
in our office and Mr. Bucy tells me that we need at least $50,000 
more in that field. 

In the general field of marketing and regulatory matters, par- 
ticulary those involving transportation, perishable agricultural com- 
modities, the Poultry Products Inspection Act, the Insecticide Act, 
we need another $50,000. In the administration of the Insecticide 
Act I am told 3,000 additional products will be registered. 

The total increase that we have asked for is $175,000, 

I can say to you that some of these matters are extremely impor- 
tant. We have a lot of legal problems that have come up very 
recently, as you gentlemen know, because of the poultry inspection 
and the use of chemicals. All of them are legal problems on which 
it is necessary for us to spend a great deal of time. 

Mr. Chairman, I can very truthfully say to you that I know of your 
interest in economy. There have been some cuts made in the funds 
for this Office. We think that if you give us this, it will be prac- 
tically restoring the cuts that have been made heretofore. I know 
that you want good service out of this Office but we haven’t been able 
to do all of the things we would like to do and should do. 

This much I ean say to you, that in the past year I have endeavored 
to administer the Office on a basis that everybody on both sides of 
the aisle up here would be treated exactly the same. We have tried 
to operate as a law office and in no other way. 

We have endeavored to cooperate with everyone we have had busi- 
ness with. My relations have been very satisfactory in each section 
of the country and in dealings with members on both sides of the 
aisle. 
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We wanted to explain our needs, and we hope that you can see 
your way clear to give us this additional money. The only thing we 
can say in return is that I am sure the Office will give you the very 
best service we can. 

I have Ed Shulman, my deputy, and the assistants here and if 
you have any questions for them or for me. we will all be glad to 
answer them. 

Mr. Wuirren. Thank you, Mr. Barrett. We have all been highly 
pleased with the way this job has been handled during the time you 
have been there. Having been a lawyer prior to coming here, I have 
the lawyer's attitude that I would rather have a good lawyer than half 
a dozen that weren't so good. To have a good lawyer, you do have 
to give consideration to the pay. 

In the years that I have been here we have tried to stress some 
changes that at times we felt were necessary. In other words, there 
have been periods when lawyers would be assigned to a particular 
activity to the point that perhaps their services weren't fully utilized. 
I realize that in the REA, for example, it pays to have specialists, 
and in various places it requires specialists. But good lawyers don’t 
have to specialize to the exclusion of taking care of some of the extra 
workload that comes up from time to time. We have urged that, and I 
think we have made some progress back through the years. 


FISCAL YEAR 1961 BUDGET INCREASES 


I would like for you or Mr. Shulman to go into full detail on each 
increase requested, and to also place in the record the total number 
of people now on your rolls, professional and clerical, and how many 
new people you would have and where they would be assigned. 

That is a little more detail than you have brought out here, so if 
you would sup yply that for the record 1 it would be helpful. 

Mr. Barrerr. We will do that. The increases are in Mr. Bucy’s 
area of responsibility and he has detailed information which should 
be helpful to the committee. 

(The information requested is as follows :) 


Employees on rolls, Mar. 11, 1960 


Washington Field Total 
Attorneys 123 69 192 
Nonlegal os 12] S4 205 
Total 244 153 397 


Increase in 1961 requested to provide 18 additional positions (annual average) 
for assignment to the Marketing and Regulatory Laws Divisions in Washington 
as follows: 


(Attorneys 1] 
Stenographers a 
Total ; 18 








Mr. Bucy. I thought probably graphic charts would make it easier 
for the committee. 


PACKERS AND STOCKYARDS ACT 


You will notice the first chart covers the Packers and Stockyards 
Act activities, the formal cases pending at the end of the year and the 
packer cases pending at the end of the fiscal year. The first line is 
cases disposed of during the fiscal year. 

We separated the packer « ‘ases because those are the cases which 
involve monopolistic practices and that sort of thing, which run into 
these long, involved, complicated, factual and legal cases. 

At the bottom we have indicated the number of attorneys assigned 
to the activity during each fiscal year. 

You will note from the chart that there has been a ver y substantial 
increase in the number of cases on hand at the end of the fiscal year, 
in spite of the very substantial increase in the number of cases disposed 
of. 

That trend has definitely continued during the first 6 months of 
the present fiscal year. 

In your chart you will notice that back in 1951, the cases pending, 
and in 1953, the cases disposed of, reached a peak. You will notice 
there still is quite a jog there. That is a result of a general investiga 
tion of weighing practices in Kansas City and Chicago which resulted 
in a very great number of cases. You will see a peakload of attorneys 
devoted to the activity in 1952 to handle the hearing work on those 
cases. 

After the hearings were completed there was then a substantial drop 
in the number on hand because after we got to the final orders in a 
number of them we disposed of quite a few others that had been tried 
by the parties coming in and consenting to an order. 

You will notice that there has been a very substantial increase in the 
number of cases pending since 1957 when the act was amended. That 
increase has been accompanied by an increase in complicated packer 
cases, 

In addition to the 10 packer cases pending at the end of the fiscal 
year, there were 7 investigation reports in packer cases in our Office 
for complaint and 42 formal investigations being conducted on the 
administrative side in the packer field only, in addition to all those 
under title ITT relating to general unfair trade practices on stockyards. 

I got the figures as to ‘the present number pending and find that 
the number of formal investigations pending has increased so that 
there are 53 ae as of this time. We can probably s safely say 
that we will get at least 50 percent of those in the form of formal 
cases to be handled by our attorneys. 

Mr. Wurrren. Mr. Bucy, this chart is helpful to the committee. 
However, insofar as the record is concerned, I think it would be more 
readable or understandable to those who might follow it from the 
hearings if this could be reduced to figures and numbers. 

Mr. Bucy. I will furnish you with some statistics for the record. 
I appreciate your problem. 





1949 
1950_- 
195] 
1952 
1953 
1954_. 
1955 
1956 - 
1957 
1958 _ 
1959 


M 
this 
and 
have 
the t 

Bi 
ing | 
missi 
had, 
tion 
comn 
aC 

Th 
arow 
be as 

In 
fairl, 
amen 
end ¢ 
the ] 
by él 

As 
9.027 

Pr 
only 
9.300 
over: 
a lars 
out, t! 

Mr 
Mr 


Mr 
ing ¥ 
holdi 


volun 


every 








»p 
ed 
he 


at 
er 


“al 
ice 
he 
Se 


Lé ai 
Lat 


val 
ee. 
re 


he 


rd. 


23 


a 


(The information referred to follows:) 


Registrants and posted stockyards, 1949-59 


Fiscal year Market Dealer Packers Stockyards 
agency 
1949 oa 2, 169 2, 293 2, 148 207 
1950 2, 232 2, 407 1,997 308 
195] 2, 233 2, 542 1, 95054 333 
1952 2, 246 2,717 1,911 327 
1953 2, 236 2,729 1,914 325 
1954 1,649 1, 654 1, 901 322 
1955 1, 652 3, 723 1,915 335 
1956 1, 678 4,120 1, 936 352 
1957 1, 74¢ 4, 250 1,979 546 
1958 1, 921 4,639 2, 129 600 
1959 2, 102 5, 141 2, 261 1, 528 


| 
| 


Mr. Bucy. We are going to have a higher caseload at the end of 
this year because of the tr ansportation scabies that we have run into 
and the number of transportation cases. During the past year we 
have been able to use some men who ordinarily would be occupied on 
the transportation field over in this packer field. 

But now we have the highest number of transportation cases pend- 
ing before the Interstate Commerce Commission, the Maritime Com- 
mission, and other transportation regulatory bodies that we have ever 
had, plus the fact that as a result of the amendment of the transporta- 
tion acts affecting the exemption for transportation of agricultural 
commodities, there are some 300 cases presently pending before the 
ICC in which we will be called on to participate. 

They are trying to consolidate those into consolidated hearings 
around the country but, in any event, it will mean that there will 
be a substantial demand on our manpower in that area. 

In chart 2, you will notice that the number of stockyards remained 
fairly constant from 1951 to 1956. With the enactment of the 
amendment, whereas there were in 1956, 352 stockyards posted, at the 
end of 1959 there were 1,528 posted stockyards. We regulate not only 
the practices on those yards, but also the rates that are charged 
by those yards. 

As of February 15, the number of stockyards posted had risen to 
2,027 posted stockyards. 

Prior to the amendment effecuated by Public Law 85, there were 
only 1,000 eligible for posting. Presently there are approximately 
2,300 of them eligible for posting. With this increase in yards all 
over the country, why it means that our men are called upon to spend 
a larger per centage of their time in travel, in handling cases through- 
out the country. 

Mr. Wuirren. Mr. Bucy, I shouldn’t interrupt you at this point. 

Mr. Bucy. That is perfectly all right, Mr. Chairman. 


AGRICULTURAL PROGRAMS BENEFIT GENERAL PUBLIC 


Mr. Wuitren. We recognize the increasing workload and increas- 
ing need for appropriations. We recognize, with the tremendous 
holdings of the Commodity Credit Corporation, that it means a bigger 
volume, more people dealing with it, more losses, and more 
everything. 
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We realize that when the Congress passes laws setting up poultry 

inspection and all these various other activities it takes people to 
carry them out. But unfortunately to me, many of these things are 
written by the Congress for the protection by and large of the con- 
sumer groups. But the cost is coming in this bill and is saddled on 
the poor farmer’s back, so to speak. That is, in the public eye. 

In all of these cases, however essential they may be, the prime bene- 
ficiaries are dealt with in other subcommittees and yet we have to pick 
up the check here. 

I just mention that here. This is just another example where this 
adds to the volume that has to be carried in the name of agriculture, 

Mr. Barrerr. If I may say a word in that respect, the Department 
of Agriculture has been called upon to foot the bill for a considerable 
portion of the efforts to create good will all over the world. Such 
costs are charged off to the farmers in this country. 

1 think if something could be done sometime to say “Here, if we 
want to take out of our surplus stockpiles a $1 billion or $2 bil- 
lion worth of commodities and use them to create good will over the 
world and help poor people everywhere—that is all right, but 1s it not 
for the benefit of all the people in this country rather than just the 
agricultural people.” Moreover, we are called upon to do a lot of 
things for the public good: The meat inspection and poultry inspec- 
tion and practically all the services that you speak of are really for 
the benefit of all the people and not particularly for agricultural 
people. 

Mr. Wurrren. I certainly appreciate that comment coming from 
you, with your long background in the House and the Senate, and in 
the State offices in your State. 

Many times these regulatory activities, however necessary they may 
be—and they have been found necessary by the Congress and the 
President who signed them—result in more condemnation and more 
losses at the farm level. In other words, less of his product gets to 
market which in turn adds to his loss, which further aggravates the 
agricultural situation, if viewed as a thing apart. 

Now I grant you, viewed as a whole, all of these may be sound. 
But it is unfortunate, again, that we have to pick up the check, so 
to speak, here. 

Mr. Anprersen. Will you yield, Mr. Chairman ? 

Mr. Wurrren. I yield. 

Mr. Anpersen. Mr. Barrett, I agree absolutely with you, especial- 
ly in the disposal of our surplus commodities. That should be 
charged somewhere else rather than directly against agriculture for 
these magazines and newspapers to snipe at. 

Of course, I am sure you agree with me that we in agriculture are 
very happy to be able to extend that help to foreign countries and 
to help feed the poor peoples of the world, but at the same time 
we want to give agriculture here in America a fair deal. 

Mr. Barrerr. That is right. 

Mr. Anpersen. I believe, Mr. Chairman, if we were to examine 
carefully into our budgets of the last few years we would find at 
least 40 percent of the budget that should rightfully go into other 
bills. Either Welfare, State Department, or some other. Instead of 
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that, we have had very mistaken analyses and news reports in various 
inconsiderate magazines and newspapers, bemoaning these expendi- 
tures in behalf of agriculture. Even a presidential « ‘andidate, who 
knows better recently publicly charged up the total amount appro- 
priated as the cost of our farm programs. 

Mr. Barrerr. I am glad to hear you bring that up. 


REGULATION OF PACKER-BUYERS 


Mr. Bucy. In chart 3 there is a notation explaining the 
substantial dip in the registrants in the fiscal year 1954. The sub- 
stantial increase in dealers in 1955 is due to the fact that at that 
time they initiated the requirement of registering packer-buyers. 
Prior to that time they were not registered. 

In 1954, there were 5,300 registrants under the act, and those are 
the people we regulate and bring disciplinary actions against if they 
engage In any unfair practices. 

Whereas at the end of the year 1959 there were 7,200 and of Feb- 
ruary 18 of this year, there were 9,780 registrants representing an 
increase of 2,500 in the last 7144 months. 

At the end of the fiscal year 1959 there were 2,261 packers reporting 
under the act and at the end of the first half of 1960, there were 2.500 
such packers. 

The rates, charges, and practices of market agencies are subject to 
regulations under the act, while the practices of dealers and packers 
are also subject to regulation including with respect to packers, the 
sume type of antimonopolistic regulation that is engaged in by the 
Federal Trade Commission with respect to other industries. 

The increase in the number under regulation and the caseload is 
bound to continue with the further increases of registrants and the fact 
that our jurisdiction was expanded by the Congress to cover all trans- 
actions in livestock in interstate commerce by the amendment in 1938. 
And there are presently pending investigations which we understand 
are going to be referred to us for the initiation of formal cases in 100 
cases, of people who have failed to register under this act. 

I have some statistics here, on those three charts, Mr. Chairman. 

Here are the funds available on the administrative side over this 
period of time. Here is a tabulation of the stockyards posted as of 
1956 and the end of 1959, down through that period of time. 

And I hand you a tabulation indicating the statistics that appear on 
chart 1: The caseload and attorney years available for that purpose. 

Mr. Wurrren. We will be glad to have those included in the record. 

(The documents referred to are as follows :) 


Funds available for administering Packers and Stockyards ict enforcement 
(exclusive of legal service) 


Fiscal year: imount | Fiscal year: {mount 
1949 _. $560, 050 | 1958 , S866, 550 
ee =, 658, 650 | 1959 sige 1, O85, 315 
1957 c T82, 700 | 1960 . 1, 387, 400 
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PACKERS AND STOCKYARDS AcT 


Stockyards posted and eligible for posting at end of fiscal years 1956 and 1959 


1 


Stockyards posted Stockyards eligible 
for posting 


1956 1959 1956 } 1959 
Westert , 76 115 33 132 
East North Central 24 182 7 72 
West North Central 154 549 72 80) 
South Central . ‘ ‘ 81 525 73 4 
South Atlantic - . 10 150 41 | 143 
North Atlantic 7 7 27 | 147 
Total 352 1, 528 303 658 

_ | ————— 

J uly 1 to AY: pl. 30, 1959 
Number of notices in Federal Register. — - F we 405 
Number ofstockyards posted ‘ i Ae 
Available attorneys and case load 
Pole ze ; 

| Formal Packer Cases dis- 
Fiscal year Attorneys | cases pend- | cases pend posed of 


ing at end of ing at end of during 
fiscal year | fiscal year | fiscal year 


1948. ._. , pied aa aie es) o ae 3% 35 1 | 35 
1949_____. 2 a ee 414 23 3 77 
1050_._- g =e 414 36 1 69 
SE Sa necis caine : ‘ aioe fly 78 2 7] 
1952 614 54 ] 83 
Le, iinet ‘ sched ‘ : 434 33 2 | 102 
1954__ ' . 3 5 ea 5 26 0 69 
1055... sh tes E , s 4 40) » 61 
1956... i er 7 ae - eo 334 52 i | 62 
1957_.- : : ri ; 4 334 43 1 78 
Pep siisins cs ‘ : 7 : ‘ pe 6 101 12 | &8 
1050... =e aa : : 8 90 10 | a0 


MARKETING AGREEMENTS AND ORDERS 


Mr. Bucy. On the next charts—4, 5, 6, 7, 8, and 9—are the mar- 
ket agreement and order areas. 

In charts 5 and 6, you will note, comparing 5 with 6, in 1941 there 
were only 16 milk orders in effect, concentrated in the Northeast, 
Massachusetts and New York, and the north central part of the 
country. At the end of the fiscal year 1959 there were 77 orders in 
effect spread throughout the country with the major increase west of 
the Mississippi. 

This has resulted in a very substantial increase in the time our at- 
torneys have to engage in travel because these promulgation proceed- 
ings, including amendment proceedings, are, under the law, required 
to be based on a hearing record which is subject to the procedurable 
requirements of the Administrative Procedures Act, with the result 
that our attorneys in 1959 were spending—the men working there 
full time on this program—up to a third of their time in travel status, 
which means that a third of the time of those four attorneys is not 
available for the constructive work, drafting work and other activ- 
ity in the Washington office. 
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In 1953, these orders covered the marketing of 26 billion pounds 
of milk. s : 

In 1959 they covered 40 billion pounds of milk, coming from 189,000 
milk producers throughout the country. 

Mr. Anpversen. In other words, Mr. Bucy, about one-third of the 
milk production of the United States is covered by these marketing 
orders. 

Mr. Bucy. I think this is a fair statement. 

Mr. Anpersen. I think it is around 120 billion pounds, or some- 
thing like that. 

Mr. Bucy. I think this isa fair statement. 

Mr. AnpersEN. In other words, this one-third of the dairy market 
has really got an unfair advantage over their fellow farmers pro- 
ducing the ‘other two-thirds, in that they are protected by an agree- 
ment backed up by the Government w ith set price levels in those par- 
ticular areas; is that not a fact? 

Mr. Bucy. I do not think I would classify it as an unfair advan- 
tage in view of the fact that all of the producers in the country have 
this type of program available if they want it. 

Mr. AnprerseN. In other words, that could be extended nationwide 
to any area, could it not ? 

Mr. Bucy. That is correct, and that is what has resulted in this 
tremendous increase, Mr. Andersen, in the last 4 to 5 years. 

Mr. Anpersen. Would it be possible to extend the same minimum 
price protection to all commodities, eventually, nationwide? 

Mr. Bucy. I think you run into very big administrative problems 
when you get into some areas such as your staple commodities. 

Mr. Anpersen. Would you put in the record an answer to my last 
question, as to the possibility of extending it to other commodities? 

Mr. Bucy. Yes; but I think it is extremely difficult to expand it 
to all commodities. 

Mr. AnperseNn. I would like a little more extended reply to my 
question in the record at your convenience. 

Mr. Bucy. Yes, sir. 

(The information requested is as follows :) 

There is, of course, no legal barrier to extending the principle of the Agricul- 
tural Marketing Agreement Act of 1937 under which marketing orders are issued 
to commodities other than those with respect to which orders are presently 
authorized. It should be borne in mind that whereas the objectives of the 
program in the ease of milk orders are effectuated through the establishment 
of minimum prices to be paid to producers on a use classification basis, the orders 
authorized for fruits and vegetables must effectuate the purposes without estab- 
lishing minimum or other prices for the commodities, but rather by regulating 
the total volume or the volume by grade or quality to be marketed. With respect 
to commodities other than milk, in general, marketing orders have been found 
to be most effective with respect to commodities produced in a relatively limited 
area as against commodities produced generally throughout the country. LBe- 
cause of the difference in the production and distribution patterns, and problems 
with respect to different agricultural commodities, it is extremely difficult, 
if not impossible, to appraise the feasibility of expanding marketing orders 
toall agricultural commodities as against considering a particular type of market- 
ing order with respect to a particular commodity. The problems raised by this 
question are substantially greater if it contemplates national orders as against 
area orders, the administrative problems bearing on feasibility of the former 
being far greater than those with respect to area orders, particularly in view 
of the lack of experience with national orders. 





28 





Mr. Barrerr. Do you mean an order nationwide, or a number of 
them covering every ¢ ‘ommodity 7 

Mr. Anpersen. In any way you would think it would be practic: al. 
I am seeking information as to the possibility of getting a fair price 
level for my farmers in the market. 

Mr. Barrerr. There is a considerable objection to trying to work 
it out to have a blanket order covering the whole country, but a 
number of orders that would blanket the whole country is a ‘different 
proposition and that would be more feasible. 

Mr. Anpersen. I would appreciate any ideas that you gentlemen 
might have on this subject toward extending this to cover other 
c ‘ommoditi ies and the possibiliti ies thereof. 

Mr. Bucy. You recognize, Mr. Andersen, that it covers all fruits 
and vegetables. 

Mr. Anprrsen. I am looking to you for information in the record 
later on. 

Mr. Bucy. I might state for the record that these marketing agree- 
ments and orders cover all fruits and vegetables as well as milk. 

Mr. Anpersen. I, of course, recognize that. 

Mr. Bucy. Now, chart 7— 

Mr. Marsuauyi. Before you leave that, Mr. Bucy, we notice that your 
number of appealed cases has risen very rapidly from 1958 to 1959. 
What is the reason for that / 

Mr. Bucy. That is answerable in substantial part to the fact that I 
think here a couple of years ago your committee heard about the 
amendment to the New York order to exte ‘nd it to the New York-New 
Jersey area, to include the two areas. That is the whole Metropolitan 
New York marketing area. As a result of that, there were quite a 
number of 15(a) proceedings brought by handlers who objected te 
being controlled under this expanded order and they in turn appealed 
tothecourts. That is—the De »partment’s final orders disposing of those 
administrative proceedings were appealed to the court. We had cases 
arising under new orders in the southwest area of the country, also. 

If you will turn to chart 7, you will note there has been a steady 
increase in the number of orders since 1948 and also an increase in 
the level of hearing work. It will be noted with respect to the hear- 
ings, the broken line for 1959 indicates the number of hearings held 
on orders. However during 1959, in order to try and cut down some 
on the travel time, we consolidated hearings for amendments of sev- 
eral orders. In that way, we cut down the travel time of our men, 
although the post-hearing work had to be done separately with respect 
to each amendment. 

That is why you have the broken line at the end to indicate = 
number of orders affected by hearings but there is a falling off 1 
the number of actual hearings because of consolidating them to save 
travel time. 

The present rate at which we are having hearings in fiscal yea 
1960 indicates that this trend of increase is going to continue deca 
1960. 


ILEARING EXAMINERS 


Mr. Awnpersen. How many hearing examiners do you have, Mr. 
Bucy ¢ 
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Mr. Bucy. They of course are not connected with our office, Mr. 
Andersen, but we have in the Department five hearing examiners. 

Mr. Anpersen. Five hearing examiners / 

Mr. Bucy. That is correct. 

Mr. ANDERSEN. They are the ones who preside at the hearings in 
lieu of a judge. 

Mr. Bucy. Yes, that is correct. 

I might point out, Mr. Andersen, that in promulgation hearings 
these examiners do not prepare reports because they are a quasi- 
legislative hearing, and then the technical people in the departments 
a aly ze the record. All the examiner does is certify that the record 
is a true and correct COpy of the transe ript of the ree ord. 

Mr. ANpERSEN. Now we have hearing examiners, do we not, in 
other departments engaged in somewhat “the same line of work? 

Mr. Bucy. That is right. 

Mr. ANpeRsSEN. Do you ever cooperate with the other Departments 
in case of need and draw on other Departments ? 

Mr. Barrer. I will say, if you will permit, sir, that we do coop- 
erate with Interior, where Forest. Service eae are concerned and 
mining claims are involved. That is of course by statute where the 
Congress sets wp provisions and requires us to handle the work jointly 
with the other Departments. 

Mr. ANpersEN. Mr. Barrett, in connection with traflic cases, for 
example, do you not have cooperation with the Department of Com- 
merce in interstate matters / 

Mr. Barrerr. We have our own people there. 

Mr. Bucy. We have five examiners. In fact, they are kept so busy 
with our workload that we could not make them available any more 
than we have to in connection with this Interior activity. 

Mr. Anpersen. I wondered if you had a pool to draw on anywhere 
else in the Government. 

Mr. Grant. Mr. Andersen, the item for hearing examiners is within 
the appropriation for the Office of Secretary. “The Chief Hearing 
Examiner will be here in connection with the next item and he will 
explain his work in more detail. 

Mr. ANpeERSEN. | understand that, but I have always considered 
them so closely alined to the Solicitor’s Office in their work that they 
are really part of the Solicitor’s Office, in my line of thinking. 

Mr. Bucy. They were prior to the Administrative Procedures Act. 

Mr. Barrerr. They are just the opposite, Mr. Andersen. They 
operate on their own. It would seem that they would be connected 
with the legal staff. 

Mr. Anpersen. It is difficult for me to see how you can draw the 
line between your work and their work. 

Mr. Barrerr. They are the judges and we have to represent the 
department or the agency involved as attorneys. They keep to them- 
selves pretty much. 

Mr. Anprersen. More or less an independent agency of Govern- 
ment. 

Mr. Grant. This is consistent with the Administrative Procedure 
Act, which requires a separation of the hearing examiners from the 
attormeys. 

Mr. ANpersEN. I know that. 
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FRUIT AND VEGETABLE ORDERS 


Mr. Bucy. If you will turn to chart No. 8, that covers your fruit and 
vegetable order litigation. ‘There the caseload has been moving, par- 
ticularly in the last 3 years, at a higher rate than it had for the last 
10 years. The peak was reached in 1957 and that was attributable 
to a substantial number of cases which our office would ordinarily 
have screened. But at that time the screening procedure which for- 
merly prevailed with the Department of Justice no longer prevailed 
and we were trying to work out some form letter type of referral of 
cases that would be screened so as to cut down on the legal work 
required of preparing a factual analysis and legal analysis to forward 
with these cases. 

We worked that out, and once that was worked out the following 
year you have a substantial drop in the number of cases pending 
because we are able to move that caseload there. 

In chart 9, that covers the fruit and vegetable marketing order and 
there you will note there has been a substantial increase in the number 
of those orders. 

I have here for the record statistics showing the attorney assign- 
ments, the number of orders, and the hearings which back up the 
graphs. 

Mr. Marsnatv. If there 1s no objection, that will be placed in the 
record at this point. 
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(The document referred to is as follows :) 


Agricultural marketing agreement and order programs 


Fiscal year 
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Type | Number | 
7 a Sh eee 3 
3 | Fruit and vegetable.____.--- ) 
—-| oe 
| 
1, Petites cw etca cencesaoeesic 
3 | Fruit and vegetable........./.........- 
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3 | Fruit and vegetable_......._]-.-- 2 
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Fractions reflect assignments of attorneys to several programs to serve where most urgently needed 


jue to lack of manpower. 


53155—60—pt. 3 


Number of 
orders at 


100 


67 


36 
103 


68 
37 


105 





Promulga- 


| tion hear- 
end of year | 


ings held 





32 





PERISHABLE AGRICULTURAL COMMODITIES ACT 


Mr. Bucy. Referring to chart 10, that deals with the Perishable 
Agricultural Commodities Act workload. This is one act where 
the administrative expenses are paid for by the industry that is regu- 
lated. I think it is somewhat unique in that regard. However, those 
license fees which do pay for all the investigations conducted and 
other administrative functions, do not and are not available for the 
expenses of our attorneys in our office who handle these cases. 

In the reparation field, which is the largest numerical load we han- 
dle, our attorneys function as judges, in effect. They preside at these 
hearings, these claims for money due shippers and others because of 
breach of contracts in violation of the act, and prepare the final order 
for the consideration of the judicial officer either awarding sums of 
money to the complainant or dismissing the proceeding. The act 


provides that if these orders are not paid in full, or appealed within 
30 days, the man’s license is automatically mead until they are 
paid. 


Mr. Marsuauy. These fees are paid into the Treasury of the United 
States ¢ 

Mr. Bucy. Perishable agricultural commodity fund established in 
the Treasury which pays for the administrative expenses of this act 
but not the legal services. 

Mr. Grant. There is a revolving fund, Mr. Marshall, which is ad- 
ministered by the Agricultural Marketing Service. It is called the 
Perishable Agricultural Commodities Act fund. The fees deposited 
into this fund are used to pay the expenses of administering the act, 
except the legal work. You will find the fund listed as one of the 
permanent appropriations under the Agricultural Marketing Service. 

Mr. Marsuauy. Could you place in the record at this point the fees 
collected in 1959 fiscal year and what you estimate you will collect 
in 1960 fiscal year? 

Mr. Grant. Yes, sir: we will be glad to. 

(The information requested is as follows:) 


PERISHABLE AGRICULTURAL COMMODITIES AcT FUND 


Fees and arrearages collected : 

1959, actual ; ; / S673, 278 
1960, estimated : . 670, O00 

Mr. Bucy. I have these statistics here showing we will have avail- 
able about the same number of man-years for legal services today a 
we had back in 1947 when we were only receiving around 155 cases 
a year. 

Now, this past fiscal year we received 338 of that type of case— 
reparation case. In addition to that we have received more discipli- 
nary proceedings in the last 4 years and in those proceedings our attor- 
neys act as the prosecuting attorney in effect and they require more 
time of our attorneys really than the reparations proceedings do. 

I would like to offer these statistics that back up the chart, for the 
perishable agricultural commodity field. 

Mr. Marsrauy. We will be glad to place that in the record at this 
point. 
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(The document referred to is as follows:) 


Perishable Agricultural Commodities Act, available attorneys and caseload 


Number new | Number new |Number cases| Number cases 


scal year Attorneys reparation disciplinary disposed of | pending at 
cases cases end of year 
it 7 92 $ 101 78 
47 6 155 7 131 104 
48 5 212 6 156 171 
49 f 163 { 189 149 
50 7 229 3 158 183 
151 Ss 170 5 224 134 
150 { 216 8 204 154 
4 4 244 6 235 169 
454 251 4 283 | 14] 
) 4! 236 s 235 151 
J56 7 278 14 288 155 
) 64 243 9 223 ind 
158 fle 35 13 297 137 
59 2 534 338 | 18 302 1¥l 
i} tions reflect attorneys employed for part of the fiscal period 
? Fractions reflect assignments of attorneys to several programs to serve where most urgently needed au 


POULTRY INSPECTION 


Mr. Bucy. In the Poultry Products Inspection Act, that is a new 
act and there are some 450 plants regulated under that act currently. 
if there is not some amendment to the law extending the time for 
exemptions beyond July 1, 1960, there will be some 500 additional 
plants become subject to this act. We presently have gotten beyond 
the education stage in the enforcement of this act. The administra 
tive people put out a great many bulletins and instructions to the 
trade to cause them to become familiar with this mandatory health 
Inspection act. They then sent w: ining letters on first offenses. 
Now, they have gotten to the stage of enforcement action and we 
are presently eng raged i Ni passing on the letters that have to be sent 
to these people be fore criminal prosecutions are instituted to afford 
them an oP a to state their position with respect to the charge- 
proposed to be made, so we anticipate a substantial inerease in the 
legal Ser'\ a aspect of that work. 


PFRANSPORTATION OF AGRICULTURAL COMMODITIES 


[ have already mentioned the transportation cases and the fact 
that we are presently at the highest level that we have been in the 
last 10 years: namely, 65 cases pending over and above the 300 eases 
in the truck transportation field that are presently pending before 
the Interstate Commerce Commission. 


FUNGICIDES 


Senator Barrett mentioned the a Fungicide Act. That was 


amended this past year to bring in defoliants, desiccants, and plant 
regulators. Our administrative ei tell us that Involves regulat 
Ing 3,000 additional products under that act. Then we have to pass 


on the legality of the labels and the violations, if any, such as making 
representations other than those approved in the registration. 
[think that pretty well covers that area. 
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Mr. Anpersen. Mr. Chairman, could I ask a question at this point? 

Mr. MarsuHati. Yes, sir. 

Mr. Anpersen. You have pretty well discussed the so-called in- 
creases, have you not ? 

Mr. Bucy. That is correct. 


NEED FOR INCREASED STAFF 


Mr. AnverseNn. Is there anywhere along the line where your work 
is becoming more or less of a pattern ¢ I refer toREA. Would you 
perhaps have a decrease of work in connection with some of those old, 
established programs ? 

Mr. Bucy. It is my information that that is not the case. In our 
particular field we are dealing with litigation, of course, and litiga- 
tion involves new problems. Otherwise you would not have a liti- 
gated question at any time. I think Mr. Koebel is familiar with it. 
That is in his area of responsibility but it is my understanding that 
the workload in these other areas has continued at the subst: intially 
high rate that has prevailed in the last few years. 

Mr. AnpersEN. In other words, Mr. Barrett, you do not feel that 
there is an offsetting decrease in other lines of your endeavor that 
could take the place of some of these requested increases ? 

Mr. Barretrr. Unfortunately I cannot find any place where we can 
effect any savings because of a decreased workload. 

You know very well that Agriculture probably has as many prob- 
lems as all the other departments of the Government combined. 
Everybody who deals with one of these agricultural projects of one 
kind or another has some legal difficulties and he comes into us and 
we have to look up the law, rule on these cases, and try to keep them 
on a legal basis. 

Mr. AnperRseN. Then it is your contention here before us today 
that you really do need additional manpower to take care of the 
workload. 

Mr. Barretrr. Oh, mv goodness, yes. We certainly do. 

Mr. Anversen. Speaking of your office as a whole. 

Mr. Barretr. There is no question under the sun about it. If we 
do the job the Congress wants done we must have some more money 
so that we can employ at least 10 additional attorneys. We cannot 
do the work unless we do get the men. The Congress has voted the 
money for the people doine the administrative work but in many 
cases nothing for leeal services, and we just cannot continue and do 
the job that we should do without some additional help. 

Mr. Anversen. That is all, Mr. Chairman. 


ATTORNEYS ASSIGNED TO REGULATORY ACTIVITIES 


Mr. Bucy. I would like to offer, Mr. Chairman, the statistics on 
the assignment of attorney man-years to the regulatory acts that 


these charts relate to. 





Comm 
Marke 
order 
Packer 
Perish: 
modi 
Transp 
Defensi 
Other 
tory. 
Poultry 


‘I 


M: 
the ] 
rial] 
one-t 
indiv 

Mi 
right 

Mi 
years 

Mi 
more 

Mi 
loan 

Mr 
more 
than 
from 
whic] 
a fac 

Mr 

Mr 
caref 

Mr 
volve 
to coc 


Mr 


ago Vv 
be ve 
the g 
into ¢ 


Mr 








\- 


at 
at 


in 


b- 
d, 
ne 
nd 
m 


ay 
he 


on 
hat 


35 


(The document referred to is as follows:) 


Marketing and regulatory laws (man-hour distribution) 














Activity | 1956 | 1957 Plus or 1958 Plus or 1959 Plus or 
minus minus minus 
ia sini Diaigiaseaeeaiciaabate or heeeens wilninint 
Commodity exchange. -__.-- Jn 2, 209 2, 136 —73 2, 924 +788 1, 534 —1,390 
Marketing agreements and | 
orders... .. Fe a ae 16, 200 15, 431 —769 15, 729 +298 18, 402 +2, 673 
Packers and stoc ky: ards... Lode 7, 049 6, 562 —487 10, 631 +4, 069 14, 067 +3, 436 
Perishable agricultural com- | 
modities : eee sical 13, 779 13, 312 | —467 15, 564 2, 252 13, 645 —1,919 
Transportation : cman “| 6, 192 4, 226 —1, 966 4,137 —&9 3, 236 —901 
Defense ee 252 | 348 | +96 297) 51 121 —176 
Other marketing and regula- | 
tory ab er 10,650 | 10,711 +61 10, 538 —173 | 11,317 | +779 
Poultry inspection......------- |--------- De ie Bk a 411 +411 | 1,028 | +617 
SMR A hi dbhitawekc ieee. | 56, 331 | 52, 726 —3, 605 60, 231 +7, 505 63, 350 | +3, 119 
| 











RURAL ELECTIFICATION AND TELEPHONE PROGRAMS 


Mr. Korpen. In response to Mr. Andersen’s previous question about 
the REA work I should say that our attorney staff has shrunk mate- 
rially over the years as the program matured. It is approximately 
one-third, I think, of what it was years ago when a great deal more 
individual work was done. 

Mr. ANprersenN. And it has increased on account of RTA, is that 
right ? 

Mr. Korser. That is right, the telephone program which is now 10 
years old. 

Mr. ANDERSEN. On the average do you find RTA programs needing 
more legal work than REA loans? 

Mr. Korver. We find it takes only slightly longer to do a telephone 
loan than an electrification distribution. 

Mr. AnpersEN. I may be mistaken but I have always felt there is 
more chance of these cooperatives and RTA’s getting into difficulty 
than there is the regular REA associations. I say that, Mr. Barrett, 
from the intricacies of a new program, comparatively new, and in 
which the average man has had little specific training. Is that not 
a fact? 

Mr. Barrerr. I think you are exactly right about that. 

Mr. Anprersen. And I presume you wateh RTA loans very 
carefully 

Mr. Barrerr. That is right. It is something fairly new and in- 
volves a different type of approach than the REA, because we have 
to coordinate with private industry in the telephone field, too. 

Mr. Anpersen. You will remember, Mr. Chairman, about 10 years 
ago when RTA began to come into existence, I then urged that we 
be very careful about those particular loans because we did not want 
the good name of REA to suffer in the event the new program got 
into difficulties. 

Mr. Barrerr. It is working out quite satisfactorily, however. 





36 





Mr. Anprersen. I am glad to hear it. I have heard nothing to the 
contrary. I am just trying to eal out a picture of your work i im 
connection therewith. 

Mr. Barrerr. You are exactly right. It is a new field and requires 
some exploratory work. 

Mr. ANprrsEN. It is aspecial field. 

Mr. Barrerr. That is right. 

Mr. Chairman, we have concluded, unless you have some questions, 

Mr. Wuirren. Well, gentlemen, we do wish to thank you. Mr. 
Barrett, we wish you Godspeed. While your service with the De- 
partment has not been too lengthy, it certainly has been interesting 
to you and I am sure of benefit to the Department. I think if the 
representatives of the Department could serve in our position but a 
few months—but a few months only, understand—it might open their 
eyes, and I am sure if we served in their capacity that we would learn 
lots more about it. We feel that the country and the Department 
have been benefited by your services. 

Mr. Barrerr. Thank you, Mr. Chairman. 

Mr. Anpersen. Mr. Chairman, would you yield at that point. 

L could not let Frank Barrett leave without my expressing my ap- 
preciation for the good work he has done in his particular position. 
In my judgment, we have been exceedingly fortunate to have his 
services, 

Mr. Barrerr. Thank you very much, Mr. Andersen. I appreciate 
that very much. 
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OFFICE OF INFORMATION 
WITNESSES 


RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 

R. LYLE WEBSTER, DIRECTOR OF INFORMATION, OFFICE OF IN- 
FORMATION 

JAMES H. McCORMICK, ASSISTANT DIRECTOR IN CHARGE OF PUB- 
LICATIONS, OFFICE OF INFORMATION 

HAROLD R. LEWIS, ASSISTANT DIRECTOR IN CHARGE OF CURRENT 
INFORMATION, OFFICE OF INFORMATION 

FRANCIS A. SHEA, EXECUTIVE ASSISTANT TO THE DIRECTOR, 
OFFICE OF INFORMATION 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 
Program and financing 
1959 actual | 1960 estimate | 1961 estimate 


Program by activities 


1. Publications review and distribution - $652, 281 $685, 192 $696, 872 
2. Review and distribution of current agricultural informa- 
tion 517, 363 517, 490 528, 750 
Review, preparation, and distribution of visual agri- 
tural information ; 223, 954 228, 983 253, 063 
Total program costs 1, 393, 598 1, 431, 665 1, 478, 685 
1. Relation of costs to obligations: Obligations incurred 
for costs of other years, net ‘ < Lins sa ceansnsk ice ee carols ete caer 
Total program (obligations) . 1, 427, 985 1, 431, 665 1, 478, 685 
Financing | 
Comparative transfers to other accounts ‘ on 4, 600 
Unobligated balance no longer available 3 680 | 
New obligational authority . ‘ 1, 433, 265 1, 431, 665 1, 478, 685 
New obligational authority: 
Appropriation a: , ee 1, 359, 265 | 1, 481, 665 | 1, 478, 685 
fransferred from ‘‘Conservation reserve program,” | 
Commodity Stabilization Service (73 Stat. 36) : 74, 000 : oe Se 
Appropriation (adjusted) sutih . ; 1, 433, 265 | 1, 431, 665 1, 478, 685 


! Includes capital outlay as follows: June 30, 1959, $7,132; 1960, $6,500; 1961, $6,500. 
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Object classification 


| 1959 actual |1960 estimate 1961 estimate 


Total number of permanent positions ‘ shey 133 133 
Full-time equivalent of all other positions..._........-.--- ] 1 
Average number of all employees : : i 119 | 119 
Number of employees at end of year , : binge eda 124 | 123 


Average GS grade and salary a eae _.| 7.3 $6,092 
01 Personal services: 
Permanent positions_. a Riksnseteawcen Gand $702, 971 $705, 602 
Positions other than permanent-_-_- satel tisiind end 9, 198 6, 025 
Other personal services E e E — 4, 643 6, 238 





Total personal services-_---- : al 716, 812 
Travel_- oa iene Se eel 9, 427 9, 500 
Transportation of things......_____- Sith ian 3, 863 | 4, 000 
Communication services. ___-- ; ‘ 89, 148 89, 000 92, 500 
Printing and reproduction..__....._-.-- “ ‘ 517, 155 520, 000 | 23, 500 
Other contractual services = 8, 460 | 8, 500 15, 520 

Services performed by other agencies cael eaeaed 17, 579 18, 000 18, 000 
Supplies and materials___- : ; 11,435 | 11, 000 14, 500 
Equipment ‘ 7, 622 7, 000 7, 000 
Grants, subsidies, and contributions. -- -- F 46, 227 46, 500 


OR” 


Taxes and assessments ‘ea a 257 300 








Total obligations ese pith ateade , 427, 985 | 1, 431, 665 | 


JUSTIFICATION OF ESTIMATE 


Mr. Wurrren. We come now to the Office of Information. We are 
glad to have Mr. Webster and his associates here. We will insert pages 
192, 193, 197 through 207. 

(The pages referred to follow :) 


PURPOSE STATEMENT 


The Office of Information was established under its present name in 1925 as 
a consolidation of functions formally organized as early as 1889, to coordinate 
in the Department the dissemination of information useful to agriculture as 
directed by the act establishing the Department of Agriculture in 1862. 

The Office has general direction and supervision of all publications and other 
information policies and activities of the Department including the final review, 
illustrating, printing, and distribution of publications: clearance and release of 
press, radio, television, and magazine materials; maintenance of central files 
of news and general illustration-type photographs: and the preparation and 
distribution of exhibits and motion pictures. The Office publishes the Yearbook 
of Agriculture, the annual report of the Secretary of Agriculture, the Department 
directory, and the Department list of publications; handles the details of dis- 
tributing farmers’ bulletins allotted to Members of Congress; and services letter 
and telephone requests for general information received in the Department. 
Under the Department’s working capital fund, the Office also produces visual 
informational materials, such as motion pictures, exhibits, art and graphics mate 
rials, and still photographic work for the Department and other Government 
agencies. 

imployment as of November 30, 1959, totaled 231. The Office has no field 
employees, except part-time or intermittent workers for seasonal work in 
securing still photographs and for displaying exhibits at State fairs and similar 
agricultural activities. 


Appropriated, 1960 
Budget estimate, 1961 
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Salaries and expenses 


Appropriation act, 1960 and base for 1961 $1, 431, 665 
Budget estimate, 1961 1, 478, 685 
Increase 


Summary of increases 


Tc provide for adequate policy clearance and review of processed 
publications +$9, 080 
To institute a regionalized radio tape service +9, 080 
For cataloging and distributing photographs for use by the public and 
iy DEDRTHNCNT PUIICETIODR. «560 ce eee cee +22, 110 
For employee health benefit costs pursuant to Public Law 86—382____ +6, 750 


Project statement 


Increase 


Health 1961 (esti- 
benefit mated) 
}costs (Pub-| Other 
| lic Law 
| 86-382) 


Project 1959 | mi ited) 


7} 
= ire te 


| | 1960 (esti- 
| 
| 
_| 


2. Review and distribution of current 
agricultural information 

3. Review, preparation and distribution 
of v isual agricultural information - --..- 223, 801 228, 983 


. Publications review and distribution- | $686, 78 $685, 192 + $2, 600 | +$9, 080 $696, 872 
+9,080 | 528, 750 
| 


517, 403 517,490 | +2, 180 
| 
| +1,970| +22, 110 | 253, 063 
Unobligated balance. 


Total employee he: alth benefit costs (Pub- | | 
Wihciscwacdosth +6, 750] + [270] | [+-7, 020] 


Subtotal ! sal claricieaadltnarata: Grate maleate | 1, 427, 985 | , 431, 665 | +6,750 | +40,270 1, 478, 685 
| 


lic Law 86-382) ........-.- 








Total available or estimate | 1, 428,665 | 1, 431, 665 j +40,270 | 1,478, 685 

Transferred from ‘‘Conservation reserve | 

program, Commodity Stabilization Serv- | 
ice’’ - é 

Transfer in the 1960 estimates to “Sal: rries | 

and expenses, Office of the Secretary’’. - -} 

1 


—74, 000 | 
+-4, 600 


Total appropriation -| 1,359, 265 


1 Represents obligations. Applied costs for 1959 are $1,393,598. The difference of $34,387 reflects an 
increase in inventory of publications consigned to the Government Printing Office for distribution, also 
an adjustment of amounts obligated and actual expenditures for undelivered orders at start of year. 
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Supplementary project statement 


(The following schedule reflects a more detailed analysis of the obligations 
shown in the regular project statement:) 


Project 1960 (esti- 1961 (esti- 
mated mated) 


1. Publications review and distribution 

(a) Publications management_-. $55, 000 
(6) Printing procurement ; 42, 692 
c) Inquiries and distribution 000 
(d) Printing of farmers’ bulletins, reprints, and lists 275, , 500 
¢) Publications use study 000 
Total . f 7 192 

2. Review and distribution of current agricultural information 
a) Press service 260 
Preparation of reports 3.7 . 760 
(c) Radio and television 470 
(d) Printing Agriculture Yearbook 13 000 


é) Special informational materials for programs in 
low-income agricultural areas 7, 52 1, 000 


Total 51 517. 490 


3. Review, preparation, and distribution of visual agricultural 
information 
(a) Art and graphics , 890 , 150 
(b) Exhibits service 17, 960 090 
c) Motion picture service S11 » 850 
(d) Photographic distribution 140 57, 893 


Total 801 983 
Unobligated balance 680 


Total available or estimate.__- 665 


STATUS OF PROGRAM 


Current activities—The Office of Information functions as the communica- 
tions link between the Department of Agriculture and farmers, organizations, 
and institutions interested in agriculture, and the public at large. The Office 
provides a service to the Department and its constituent agencies—and to the 
ultimate users of agricultural information—by disseminating results of agricul- 
tural research and marketing, of trends in agricultural programs and policies, 
and of other equally pertinent subjects that are essential to carrying on the 
work of the Department. 

The principal functions of the Office of Information are: 

(1) Overall coordination of all information work in the Department: 

(2) Final review of all information materials released to the public; and 

(3) Coordination of agricultural information activities with those of other 
Federal and State agencies. 

The work of the Office in disseminating useful agricultural information is 
earried on in the following major areas: 

Publications—Management of the publications program (both printed or 
otherwise processed) of the Department, including policy review and clearance, 
printing, and distribution to farmers and to the public generally. 

Current information.—Review and issuance of press, radio, television, and 
special reports materials in the dissemination of timely information on research 
and other program activities; compilation and publication of the Agriculture 
Yearbook; and provides essential information on the Department’s policies and 
programs to USDA employees in Washington and the field. 

Visual information.—Production, issuance, and coordination of use of exhibits, 
still photographs, art and graphics, and motion pictures in disseminating useful 
agricultural and consumer information. 

The Office also cooperates with nongovernmental, industrial, and other com- 
mercial organizations and sources on information matters relating to the work 
of the Department. 
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SELECTED EXAMPLES OF RECENT PROGRESS 


Publications 


The Office of Information is taking active leadership toward improving the 
readability and usefulness of USDA publications for farmers, consumers, and 
other users of agricultural information. ‘‘Writing publications” workshops are 
being held for scientists and subject-matter people to improve the preparation 
and presentation of agricultural reports; many publications have been revised 
and brought up to date to provide farmers and others with the very latest in- 
formation and practices; publications stocks have been kept current to meet the 
heavy demand for agricultural information; and results of studies have con- 
tributed to a better understanding of the type of publications farmers and others 
need. 

Data on publications production and printing 





1958 1959 
Manuscripts received (new and major revisions 575 542 
New publications to the printer 526 | 499 
Reprints to the printer, including slight revisions_.-- 424 | 
Re visions to the printer 4] 
Revisions of popular publications | (32) | 
Processed publications cleared 263 
Other processed materials reviewed 244 
sues of major periodicals reviewed and/or published 172 
Printing orders processed 4,042 





Data on publications handled.—A comparison of the number of copies of pub- 
lications distributed by the Office during fiscal year 1958 and 1959 and estimated 
for 1960 and 1961 is as follows: 






COPIES OF ALL PUBLICATIONS 
1958 1959 | 1960 1961 

otal stocks of all publications at beginning of year 8, 926, 910 9, 225, 500 | 12, 096, 395 12, 000, O06 

New put lications printed 31, 488, 000 23, 268, 402 | 28, 000, 000 28, OOO, OOO 
Reprints printed 11, 146,158 | 13, 880,728 | 11, 903, 605 12, 000, OOF 
Total available 51, 561. O68 46, 374, 630 52, 000, 000 52, 000, O00 

s ks at end of vear 9, 225, 500 12, 096, 395 12, 000, OOO 12, 000, 000 
otal distribution 42,335, 568 | 34, 278, 235 40, OCO, OOO 40, O00, O06 


COPIES OF 


FARMERS’ 


BULLETINS 


otal stocks of all bulletins at beginning of year 4, 761, 037 4,243,809 | 6, 805, 584 | 6, 800, 000 
New bulletins printed 1, 630, 000 2, 955, 009 2, 000, 000 2 O00, OOK 
Reprints printed 7,017, 800 &, 519, 300 7, 994, 416 &, 000, 000 

Total available 13, 408, 837 | 15, 718, 109 | 16, 800, 000 16, 800, 000 
Stocks at end of vear 4, 243, 809 6, 805, 584 6, 800, 000 7, 300, 000 
Total distribution 9,165,028 |} 8&8, 912, 525 |} 10, 000, 000 9. 500, 000 


Mailing lists. 


The responsibilities of the office in maintaining the central 


mailing list index and of supervising the mailing list activities of the Department 


are reflected in the following data: 


Names included on index on June 30 


.| 398, 881 


]}958 


1959 


393, 359 


1960 


395, 000 


1961 


397, 000 


Mailing lists in index , 174 , 203 1,210 , 210 
Mailing lists revised Os 120 125 125 
Workload items 
Additions to lists 43,430 | 49, 017 | 50, 000 50, 000 
Names or addresses changed 24,603 | 33,659 33, 000 | 33, 000 
Names or addresses dropped 40,706 | 54, 539 48, 359 | 48, 000 


Total workload items 


108, 739 


134, 215 | 


131, 359 


{ 131, 000 
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Improved printing management.—By handling orders from USDA agencies for 
tabulating forms directly with commercial printing companies, the Office saves 
agencies over $18,000 by eliminating handling charges of the Government Print- 
ing Office, and by improving specifications for other printing and transportation, 

Publications research.—The Office continued its research study to find ways to 
improve the publications of the Department: (1) The first phase of a graph 
comprehension study was completed under a cooperative agreement with the 
University of Wisconsin. (2) Field work and tabulations were completed on 
trials of five methods of determining publications needs; analysis of the data is 
being completed, and comparison of the five methods is in process. (3) Field 
work and tabulation were completed on a study of audience preference for two 
forms of publications on plants poisonous to western livestock. (4) A project 
was approved for trials of six methods of getting audience reaction to a publica- 
tion while it is still in manuscript and before printing. (5) A representative of 
the Office assisted with the development of a regional communications research 
project proposal in the Northeast States. The Office cooperated with editors at 
North Carolina State University in developing a project to study the effective- 
ness of newsletters published regularly by subject matter specialists at the 
university. 

A stndy was conducted in connection with the USDA exhibit at the Interna- 
tional Livestock Exposition at Chicago in December 1958 to determine the types 
of information and publications requested by visitors. Of the nearly 800 people 
passing the exhibit per hour, about 10 percent requested publications. About 
two persons in three who took publications were farm residents, 1 in 4 was a 
city person, and 1 in 10 was a suburbanite. The demand was heavy for food 
publications. A total of 46,670 copies of 94 USDA publications were requested 
and distributed during the livestock show. 

Publications workshops.—The Office helped initiate, plan, and participated in 
a series of writing workshops, conducted in USDA agencies, to improve manu- 
scripts and reports presented for publication. During the past vear workshops 
were held in the Agricultural Research Service, Agricultural Marketing Serv- 
ice, and the Federal Extension Service. Both Washington and field employees 
were in attendance at these training sessions. 

New publications inventory use.—State and county extension staffs made grow- 
ing use of the inventory list of new publications issued by the Department. The 
inventory list is designed to aid county agents and other extension workers in 
stocking the new and revised publications for use of farmers and others request- 
ing agricultural and consumer information through their offices. The extension 
staffs also use the list as a guide in disposing of obsolete and useless bulletins. 

Revised list of popular publications.—The revised edition of “Popular Publi- 
eations for the Farmer and Homemaker” was arranged for easier reference use 
with an alphabetical rather than a numerical listing under the different subject 
headings. 

Revised USDA directory.—The 1959 edition of the “Directory of Organization 
and Field Activities of the Department of Agriculture” was made more service- 
able by including the county agricultural stabilization and conservation com- 
mittee offices. 

Cataloging test of USDA publications.—The Office of Information cooperated 
with the Library of Congress and the Department Library in a cataloging in 
source test of 100 selected Department publications. Before these publications 
were printed, librarians prepared descriptive references and assigned Library 
of Congress card numbers, which later appeared in the publications themselves. 
Records were kept to evaluate the feasibility of cataloging USDA publications 
in this way. The staffs of other USDA agencies also assisted the cataloging 
project. 


Review and distribution of current agricultural information 


Widespread interest in agricultural subject matter by farmers, consumers, and 
the general public was evidenced by the increased activity of the Office’s current 
information program in fiscal year 1959. Requests for information were made 
by letters, telephone, in person, and by contacts with representatives of the 
press, radio, television, and other media. Considerable progress was made in 
the effective coordination of information activities on programs and problems 
of interagency interest, such as (1) special food promotion activities to encour- 
age greater consumption of perishable products in temporary surplus, of which 
promotion drives on egg and sweet corn were outstanding examples, (2) com- 
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modity adjustment programs and referendums, (3) the fourth annual Farm-City 
Week, (4) Farm Safety Week, and (5) June Dairy Month. 

Press releases and special reports.—The Office is responsible for editing, clear- 
ing, processing, and distributing the Department’s press releases and for dis- 
tributing special reports. A total of 3,671 releases and reports were issued 
during 1959, slightly above the 1958 total. A daily summary of press releases 
and periodic reports goes to about 4,200 persons. This summary is an economical 
way of filling general requests for current agricultural information. The weekly 
release service, “Food and Home Notes,” continues to serve as a key source of ag- 
ricultural information for women’s editors of newspapers and magazines, radio 
and television program directors, free lance writers, State extension editors, and 
home economics and consumer education specialists. “‘kood and Home Notes” 
report research or other Department activities of interest to both rural and urban 
families, and are circulated to about 4,050 persons requesting them. This is an 
increase of 950 since fiscal year 1958. Through the USDA Farm Paper Letter, 
the Office continues highlighting agricultural developments and USDA activi- 
ties for about 450 farm magazine and newspaper editors. Upon request, edi- 
tors are furnished copies of articles and reports, especially in the research field, 
before the information is sent to other media. This provides them with the 
opportunity of releasing important agricultural information on a more even 
time basis with other media. 

News for State release-—Department releases that may be useful for local 
and regional adaptation are supplied 10 days to 2 weeks in advance of publica- 
tion date to State extension editors in the States where the information applies. 
This service permits the editors time to make adaptations for local application 
and release simultaneously with the national release date. This service provides 
wider dissemination of information useful to farmers and others. 

Great Piains information.—The Ottice in cooperation with USDA agencies and 
the State extension services prepared and distributed a variety of Great Plains 
educational materials for press, radio, and television throughout the 10-State 
region. “Protect Your Land and Your Future” was used as a connecting theme 
for these materials: it emphasized the objectives of the Great Plains program— 
proper land use and management, the return of easily eroded cropland to grass, 
and preparations needed to continue profitable farming during extended droughts. 
A motion picture based on the theme was designed to give a before-and-after 
report on farms and ranches being aided and improved through the Great Plains 
conservation program. This work is financed under an allotment to the Office 
of Information from the appropriation for the Great Plains program. 

Soil bank information.—In providing centralized direction of conservation 
reserve information activities, the Office helped to develop an information pro- 
gram which contributed materially to the inclusion of about 12 million additional 
acres in the 1959 program, and which brought the national total to 22.4 million 
acres. All established channels to press, radio, and television outlets were fully 
used. The Office produced a 6-minute motion picture which was telecast widely 
during September 1958 and again was offered to stations during the sign-up period 
in 1959. More than 60 stations throughout the country requested and telecast the 
film. A 1-minute television film spot was widely distributed, as was a series of 
taped programs for radio broadcast. This work is financed under an allotment 
to the Office of Information from the appropriation for the conservation re- 
serve program. 

Rural development program information.—The Office cooperated with all in- 
formation media, including daily periodicals, magazines, radio, and television, 
in releasing information on the rural development program. Special reports 
and brochures were prepared as aids for information release and assistance to 
local rural development committees and workers. Most important of these in- 
cluded reports on the national rural development conference held in June 1958, 
a detailed review of governmental and other services useful in area economic 
development, a survey of U.S. programs affecting low-income rural people, and 
the Secretary’s Third Annual Report on the Rural Development Program. The 
Rural Development Program News was continued and five additional publica- 
tions in the rural resource leaflet series designed to stimulate more effective use 
of governmental and other services in local development were issued. 

Yearbook of Agriculture.—The 1959 Yearbook of Agriculture, FOOD, with 7386 
pages of text and illustrations, presents many aspects of food and good nutrition— 
food energy, calories, protein, amino acids, fats, carbohydrates, vitamins, and 
minerals; food and health: recommended allowances for individuals; needs of 
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different age groups ; quality in food; preparation ; costs; food habits and trends; | 
domestic and international food programs and future needs. Written in non.- | 
technical language by 72 authorities in the Department of Agriculture, other 
Federal departments, and colleges, FOOD has great value to homemakers, farm- 
ers, teachers, administrators, and others who need unbiased, up-to-date infor. 
mation on this highly important subject. Indications are that FOOD is becoming 
one of the most widely used yearbooks the Department has issued. Work is | 
progressing on the 1960 Yearbook of Agriculture, which will be devoted to the | 
technological revolution in agriculture and is expected to be published in the 
fall of 1960. 

Radio and television activities.—The Office of Information works with the land- 
grant colleges, the National Association of Broadcasters, the National Associa- 
tion of Television and Radio Farm Directors, the National Association of 
Mducational Broadcasters, the Radio and Television News Directors Associa- 
tion, and other groups in planning and developing materials on USDA programs 
and activities designed to reach the largest radio and television audiences and 
be of most benefit to American agriculture. Broadcast outlets continue to 
increase with a total of 4,153 radio stations (AM, FM commercial, and educa- 
tional) and 609 television stations (VHF, UHF commercial, and educational) 
on the air as of June 30, 1959, according to the Federal Communications 
Commission. 

The Office continues to cooperate with the National Broadcasting Co. radio 
network in the production of the weekly “National Farm and Home Hour,” in- 
eluding special features from the Department on each broadcast. The Office 
also cooperates with the American Broadcasting Co. radio network in the pro- 
duction of the “American Farmer” program each week. Since early 1954, the 
planning and gathering of material for this program has been done entirely by 
the Department's radio and television staff. The Department continues coopera- 
tion with television networks in the production of programs featuring USDA 
officials and special activities. For 7 months in 1959, a weekly TV network news 
program on the television network of the Columbia Broadcasting System made 
regular use of information and visuals provided by this Office. This is one type 
of service provided networks on a routine basis. 

Television broadcasting.—Expansions in television broadcasting have brought 
stepped-up requests from individual stations seeking guests, visual materials, 
and information for farm and consumer broadcasts. The number of outlets 
requesting the Department’s farm television package service increased from an 
average of 150 per package at the beginning of the year to 190 by the end of 
fiscal year 1959. The monthly consumer television package service dealing with 
consumer information, plentiful foods items, and other timely homemaker 
topics goes to approximately 195 outlets requesting it. A new service, Research 
Roundup, was inaugurated in January 1959 in cooperation with the Agricultural 
Research Service. Single picture stories of USDA research accomplishments 
are released to television stations at the rate of four per week. While aimed 
at general news programs, they also are widely used by farm program tele 
casters. Over 200 stations are using this service. 

Radio tape service.—Changes in the pattern of radio programing have in- 
creased the demands for tape-recorded interviews with Department officials and 
scientists, and for special information to fill regional needs. The weekly AGRI- 
TAPE radio package service goes to approximately 90 users with further dupli- 
eation and distribution in the States. In addition, a tape-recording library 
service makes additional subjects available upon request. The Office has experi- 
mented with providing occasional regional tape service on such subjects as 
spring planting guides. All tape recording services are conducted on a tape 
return plan. 

Service to individual stations.—The weekly “RFD Letter,” requested by 460 
farm broadcasters, continues to provide news and background material for per- 
sons in broadeasting and related fields. The Office has taken over distribution 
of the weekly quarter-hour radio program, “Agriculture USA,” for several years 
distributed by the Clear Channel Broadcasting Service. 


Review, preparation, and distribution of visual agricultural information 


The Office continues to assist agencies in planning and presenting effective 
visuals on the Department’s programs and activities. This is accomplished 
through coordination, production, and distribution of visual information for 
farmers, consumers, and others. The Office provided leadership in the Seventh 
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Annual USDA Visual Workshop participated in by representatives of the land- 
grant colleges, other Federal agencies, and private firms, to exchange ideas and 
develop hew methods of presenting agricultural information more effectively. 

{rt and graphic services.—Emphasis on visuals for depicting agricultural in- 
formation was reflected in the increased activity of the art and graphic services 
in illustrating Department publications, preparing charts and graphs, and in 
other important ways. Design assistance was provided for the forest conserva- 
tion stamp and the soil conservation stamp, which were favorably received by 
farmers and the general public. Assistance was also provided for publications 
such as “Look to Your Timber, America,” a survey of the Nation’s forest 
resources with implications for the future. Many visuals were prepared for 
television in connection with programs dealing with the Great Plains, plentiful 
foods, soil bank, and others. 

E.rhibits activities—Exhibits provided an effective means of getting useful 
information to farmers, consumers, and others on research results and other 
program activities. The Office continued its efforts to improve the exhibits 
program through coordination of the planning, production, and distribution of 
agency and Department exhibits materials. The demand for these services and 
exhibit materials continued to increase during the 195% fiscal year as shown in 
the following comparison with similar data for the 2 preceding years : 


1057 1958 1954 
New exhibits produced 1) 29 | : 
Exhibits renovated 153 222 210 
3-D visual aids produced 41 40 51 
Exhibit showings arranged by USDA and State extension | 
ervice 222 250 6 
Exhibit showings in the District of Columbia area i] 63 


nme of the exhibits featured during the year included 

Japanese beetle.—A new exhibit for initial display at the National Capitat 
Flow and Garden Show, Washington, D.C. 

Water for tomorrow.—Displayed at the Federal Center, Denver, Colo., in 
connection with Colorado’s “Rush to the Rockies” celebration. 

Beef cattle (genetics) and brucellosis eradication.—Were shown at the 
National Western Stock Show, Denver, Colo. The Department’s presenta- 
tion at this occasion also included a publications feature from which 12,800 
publications on various subjects were distributed. 

Snow survey.—Sponsored by SCS and displayed at the American Mete- 
orological Society meetings in New York City. 

Plant introduction.—A new exhibit first shown at the World Flower 
Show, Chicago, Il. 

Genetics.—Seven exhibits were produced for initial display at the 10th 
International Congress of Genetics, Montreal, Canada. The exhibit titles 
were “Poultry,” “Beef Cattle,” “Dairy Cattle,” “Swine, Sheep,” “Crops 
Research,” and “Forestry.” 

Phytopathology.—F ive exhibits were produced for the annual meetings 
of the American Institute of Biological Sciences held at Indiana State Uni 
versity, Bloomington, Ind. The titles of these exhibits were “Forestry,” 
“Witchweed,” “Marketing Research,” “Crops Research,” and “Plant Quar- 
antine.” 

Utilization research.—Six exhibits were produced and displayed in the 
patio of the Department's Administration Building, two State fairs, and at 
the Southern Utilization Research Laboratory, New Orleans. 

lith Regional 4-H Club Camp at Howard University, Washington, D.C. 
The following exhibits were displayed at this occasion in cooperation with 
the Federal Extension Service and 17 State extension services: 

The efficient cow 

{gg factory 
Pasture 
Pasture responds to fertilizer 
Animated model of Smokey Bear 
Are you in the +H picture 
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Motion-picture activities —Greater emphasis was given to promotion of De 
partment films, particularly their use by television stations. A comparison of 
films produced for agencies of the Department for 1958 and 1959 follows: 





1958 1959 
Full-length productions (16-30 minutes) ._.............-..-.-.---.------_--- 10 13 
PeONE CRANE TROTNS 1710 MIIIOOE indo icc co wiiciciwccuiccinwococeuacéuuciosce 18 16 
ga SOIT (AC Ek cian Soins inde waunan 22 ll 
TV spots (less than 3 minutes) __.............- 5 5 Spun Ceahanabebpaiatiapeaaamcuhcwcne onie 19 17 


Among the motion pictures produced and distributed for the Department 
during fiscal year 1959 were: 

“Fire Ant on Trial.” The imported fire ant is a painfully annoying and 
destructive pest in at least eight Southern States. The picture shows the 
life cycle of the pest, dramatizes its effect on humans, livestock, and crops, 
and depicts control measures. 

“The Forest Service Engineer,” “Better Living Through Research,” and 
“The Federal Veterinarian in Agriculture.” Depict three of the many re- 
warding career fields in agriculture—engineering, home economics, and 
veterinary medicine. 

“A Look at Soviet Agriculture.” This film is a motion picture report of 
Russian agriculture as seen by the agricultural economics team of USDA 
scientists during a tour of the Soviet Union in the fall of 1958. 

“The Rise and Fall of the Medfly.”. USDA cooperated with the State of 
Florida in 1956-58 to control a Mediterranean fruitfly infestation of the 
citrus area. The film depicts the life cycle of the pest, portrays the damage 
it causes, and dramatizes the successful eradication campaign. 

“Marketing Research Pays Off.” This motion picture illustrates the 
varied and important marketing research work of the Department and illus- 
trates three new developments resulting from this research—modern ter- 
minal market facilities, polyethylene liners for apples, and aeration for 
grain. 

“The President Plants a Tree.” Over the years, the succeeding Chief 
Executives have planted trees about the White House grounds. In this film 
President Eisenhower plants a small black walnut. <A pictorial tour of the 
ground shows several other trees planted by other Presidents representing 
various periods in the country’s history. 

“A Tree Is Born.” Opening with time-lapse photography showing the 
bursting of the seed and first shoots of a young tree, the film depicts the 
work of the Forest Service in developing special types of trees for special 
purposes. 

“At Home With Wood.” This film and its previously produced companion, 
“A Piece of Wood,” portray the work of the Forest Products Laboratory in 
the research and development of new and better uses for wood and wood 
products. 

“Preventing Wind Erosion in the Great Plains.” In cooperation with the 
University of Nebraska, the Department produced and distributed through- 
out the area of the Great Plains a series of six short how-to-do-it films for 
use by specialists and county agents in helping farmers make the most out 
of their land. The subtitles of these films are: “Economic Problems,” 
“Stubble Mulch Farming,” “Tillage Practices,” ‘“‘Tree Wind Breaks,” “Plant- 
ing Grasses,” and “Range Grazing Practices.” 

Still photographic activitices—The Office continued to help USDA agencies 
and others in the effective use of photographs and related materials in the in- 
formation and education work of the Department, and to maintain the central 
photographic file of all news and general illustration photographs and negatives 
of the Department. The following comparison shows the increase in photo- 
graphic work for the agencies of the Department: 


1957 1958 1959 


| 

Negatives : Rae Oi eee ona eS 5, 200 9, 200 9, 800 
Prints produced ‘ es S ae 115, 000 126, 000 | 140, 000 
2 by 2 slides : 7 = Va pedias ot en 59, 000 90, 000 


Cotton standards eas 4 5 ake 8, 553 9, 850 | 10, 600 
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During the fiscal year 1959, the Department issued the following picture aids 
designed for use by the news media outlets and others to tell the story of agri- 
culture: 

Picture stories.—A series of pictures on one subject with brief text: 

“Good Silage From Bunker Silos.” 
“Eastern Utilization Kesearch and Development Division.” 
“Dairy Herd Improve ment Association Records Pay.” 
“Three-Way Chemical Advance Against Insect Pests.’ 
“Story of Progress: Agricultural Research in 1958.” 
“Atoms Versus the Screwworm No. 2 Progress Report.” 
“Proving Ground for Weapons Against Fire Ant.” 
P hoto series.—A series of pictures with captions on timely subjects: 
“Duck Processing.” 
“Chainstore Warehouse Meat Operation.” 
“Supplying a Metropolitan Area With Fruits and Vegetables.’ 
“Preparing Food for School Lunches, New York.” 
“Frozen Food Distribution.” 
“Fluid Milk Distribution in a Metropolitan Area.” 
“Storing Corn for the Long Haul.” 
“Trucks for Farm Products.” 
“USDA Salutes the Canning Industr mP 
“Lake Calumet Harbor—Chicago’s Welcome . . . St. Lawrence Seaway.” 
“Piggyback Truck-Rail Service.” 
“School Lunch Participation, Rye, N.Y.” 
“Processing Ready-to-Cook Fryer Chickens.” 
“Processing Turkeys, California.” 
“Field Packing and Vacuum Cooling of Lettuce.” 
“Processing Strawberries for Freezing.” 
“Administration of the Federal Seed Act.” 
“Marketing Research—Biological Sciences. 
“Harvesting Florida Sweet Corn.” 
“Harvesting and Marketing Flue-Cured Tobacco.” 
“Preparing Florida-Grown Potatoes for Market.” 
“Special Milk Program Boosts Milk Consumption in Summer Camps. 
“Mi irketing Georgia Watermelons.” 
“Marketing Gum, Naval Stores.” 
“Rice Harvesting, Inspection, Market News, Milling and Packaging.” 
“Tnsect Control on Stored Products.” 
“Harvesting and Marketing Peaches in South Carolina and Georgia.” 
“Marketing Florida Citrus.” 
“Grain Inspection and Grading.” 
“Marketing Florida Truck Crops. 
“Cotton Marketing.” 
Filmstrips.—Designed for use in teaching better farm and home practices: 
“Food for Fitness,” 
“Scope Report.” 
“Protect Frozen Foods From Temperature Damage. 
“Outlook Charts—1959.” 
“Home Demonstration Membership Studies.” 
“Children in the Kitchen.” 

Mr. Wuirten. Mr. Webster, we will be 1: " to hear from you. 

Mr. Wesster. Thank you, Mr. Chairman. I don’t have a prepared 
statement. I would like to report briefly on a few aspects of our work 
which will be of interest to the committee, to justify the few increases 
we have, a [ would like to close with a brief report on the yearbook. 

I am sure I don’t need to emphasize to this committee the fact that 
our work is concerned with all parts of the Department. 


” 


” 


” 


” 


SCOPE OF INFORMATION WORK 


Our work, of course, is basically to make available to citizens the 
results of the various programs which the Department carries out 
which have been authorized by Congress. We don’t see much point 


53155—60—pt. 3 4 
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in doing research unless this is made available to the farmers. Thi 


is what the great bulk of our activity is pointed toward. 

The information work at the present time is nearly as high as we 
have had at any time. We had last year over 600 pr inted public ations 
and periodicals. We distributed something like 34 million publication 
of all kinds. The various statements and reports and press releases 
totaled something over 3,600. We produced 29 agricultural eduea. 
tional motion pictures. Our radio and television demands are grov. 
ing and our photographic work is about double what it was a fey 
years ago. 

\ lot of this work is unspectacular but it is good, solid informatio 
Be we think it is a good service to citizens. 


SPECIAL PUBLICATIONS ACTIVITY 


Regarding the publications which we make available upon requests 
which come from Members of Congress, we have several developments 
to report. Last year the committee pointed out that our list was : 
bit tardy and I am happy to report that this year list No. 1 was 
available in December. 

I reported to the committee last year that we had been a littk 
disturbed about the total number of titles on this list going down. 
Two years ago we had but 350 titles listed. A year ago we got this 
up to 389, and the current list has 415 which we believe will go up 
some later. 

We have a better situation on stocks. A year and a half ago we 
were down to about 414 million. Our inventory at the beginning of 
this year was about 7 million. Our demands are quite heavy. Wi 
don’t think we will maintain this but we think we are in pretty good 
shape to meet the demands that come to us. We get on the average of 
about 3,000 written or phone or other kind of requests a day. I fee! 
we are doing a good job on this inventory and on this list. 

We bog down once in a while on these orders and we are watching 
it very closely. It is a continuing problem. 


KEEPING ACTIVITIES CURRENT 


Two or three matters that give us concern: We have worked very 
hard in the current year to get rid of obsolete material. In as large 
an operation as we have, if we don’t watch this we accumulate out- 
of-date publications. In the last year we dropped about 55 publica 
tions which have been on the list and were out of date. Some of these 
have been replaced by revisions. We went through our motion pic- 
tures and took out 68 of them. The pictures were no longer reflecting 
accurately the work of the Department. We took out about 4 
exhibit units for the same reason. 


AGRICULTURAL CHEMICALS INFORMATION 


We are very concerned about the matter of agricultural chemicals. 
The cranberry situation last fall highlighted this. We feel that im 
formationwise our greatest help to farmers can be in getting informa: 
tion to them which will enable them to use these chemic: als. and use 
them properly, and at the same time insure a pure and wholesome food 
supply. 
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Mr. Wuirren. Mr. Webster, there has been nothing disclosed in 
any of these fields which, in the judgment of the top se ientists either 
in the Agriculture Department or in the Health, Education, and 
Welfare Department, would likely cause any harm to human beings. 
This turmoil has originated because of interpretations that if any 
quantity is present—though the quantity is far below possible harm 
toany humans—the product must be withdrawn. At the present time 
it is largely a matter of meeting the fears of the Health, Education, 
and Welfare Department rather than the reactions that would come 
about if used in anything like the proportions that could be used. 


AGRICULTURAL PUBLIC RELATIONS 


Mr. Wessrer. We certainly agree with that. We have another 
problem which keeps coming at us, and we are a little bit baflled on 
how far we ought to go on it. I would like to just report it to the 
committee. This i IS the so-called public relations problem. We get 
many demands directed toward us which say the Department of 
Agriculture should be issuing more factual material regarding, for 
lack of a better term, the public relations of the farmer. 

A committee of the Division of Agriculture of the American Asso- 
ciation of Land-Grant Colleges and State Universities, at their meet- 
ing in St. Louis in November, took up this matter and they had some 
findings which said in effect they thought the Department of Agricul- 
ture should be doing something on this. 

The Agricultural Relations Council, which is a group of public 
relations people of agricultural industries, Government agencies, 
colleges, and so forth, has said : 

There is a need for a more adequate and conunuous flow of information 
about agriculture, specifically designed to provide ammunition for telling the 
farmers’ story. The U.S. Department of Agriculture has the facilities and the 
obligation to provide such information. 

We don’t disagree with this and we try to do this as we can. As 
we get requests for information, we make it available. I have, for 
example, a leaflet which the National Cotton Council of America 
recently issued. This leaflet which is entitled “Public Relations or 
Peasantry” deals with this public relations problem, but the point 
| would like to make is that at the end of this there are some samples 
of facts the public should know. This particular leaflet contains 
samples of facts about what the farmer gives and the contribution 
of the farmer to the economy, what farmers have accomplished and 
so forth. Much of this material was made available from our Office. 

Mr. Wurrren. I want to say, Mr. Webster, that I think you and 
the Information Service do a marvelous job. However, I am seri- 
ously disturbed because, while information gets disseminated to a 
great extent, unfortunately it is disseminated among those who are 
already in agreement and who know the facts. I do not say that 
you fail in the least or that those of us in C ongress fail in our efforts. 
But one of the tragedies is that those who should be reached—the 
press and the radio—who should be trying to present the proper 
picture to the people, they have done far less than they should. 

There is little realization by the American news services, the tele- 
vision, or radio that the whole economy is dependent upon a healthy 
agriculture, and that if agriculture keeps going in the present direc- 
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tion it will have a very serious effect on the economy and drag other 
industries down. They don’t seem to have that awareness. 

I appreciate the fine job you folks are doing, but I think you can 
disseminate it only as the person who gets it wants to use it. It is 
the 88 percent nonfarmers who seem to have been built up in their 
feelings against agriculture, and it seems to be impossible to get 
them to give attention to this. 

Mr. Anpersen. Mr. Chairman, I fully support the statement you 
have just made. 

Mr. Wesster. I couldn’t agree more. We realize this is the tough- 
est part of our job. We have good channels for reaching the farmer 
who wants to know something about his cows, but when it comes to 
reaching city people it is much more difficult. As I oT & moment 
ago, I don’t believe this is our sole responsibility but I do believe 
we need to work to package this material, get it in sufficiently brief 
and attractive form that the press and radio can make more use of 
it than they have. 

We are trying as we can to develop information which will show 
the job that the farmers are doing, show their efficiency, show the 
fact that they represent a big market for people in the cities, the 
benefits of the consumer, and points of that find. I wanted to make 
this very brief report to the committee. 


PROCESSED PUBLICATIONS 


Now, to take up the three increases we have, the first one is in 
project 1: “Publications Review and Distribution.” It is in the 
amount of $9,080 for the purpose of providing for adequate policy 
clearance and review of processed publications. Now this is quite 
an urgent problem with us in our handling of publications. We have 
been geared for years to do a very good job with a printed publica- 
tion. This is a sample of a farmer’s bulletin. When we get one of 
these we give it very careful treatment, we give it careful scrutiny, 
we make sure that it is in accord with Department policy and up to 
date and things of that kind. 

However, this is only about half of our problem. As I said, we 
do between 500 and 600 of these a year. There are also what we “call 
processed publications which are multilithed. This one on “Brackish 
Water in Irrigation in Humid Regions,” is an example. 

The Joint Committee on Printing has recommended for several 
years that the Department should have a good central clearance and 
control of these processed materials as w ell as the printed materials. 

We have accepted that responsibility. We are trying to handle it, 
but I have to confess that we are not doing an adequate job of it. 

We have people who are skilled in handling the material which 
goes to the Government Printing Office. On these processed materials 
we have had to ask a man who has other duties to kind of check these 
as he goes along. We think this isn’t very good. We get a slip 
once in a while. 

We had one the other day where a publication went through with 
the statement: “If you want more information, see your “county 
agent,” and then listed a farm organization, but it only listed one. 
We heard from the other farm organizations rather quickly on that 
one. This is the sort of thing we ought to be catching as we go. 
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More important than that, a lot of this material which comes 
through for processing is pretty lengthy, and we believe that we could 
do a more economical job if we could put a little more time on it and 
get some of the material written in shorter form. 

There are times when material is proposed for multilithing which 
should go to the Government Printing Office. It would be a better 
job, we could get it done cheaper in some cases, and in some cases it 
would become available for sale, which would bring a return to the 
Treasury. 

So we just feel that we are half and half. We are doing good jobs 
on the printed ones and we are not doing the job we should on the 
processed ones. This increase would give us one person who could 
give comparable attention to that kind of material. 


REGIONALIZED RADIO TAPE SERVICE 


Now, the second increase is in project 2. This deals with the review 
and distribution of current agricultural information. This is an 
increase of $9,080 for the purpose of instituting a regionalized radio 
tape service. 

This increase would let us use the present very excellent national 
radio tape service that we have to get information to farmers who pro- 
duce crops which aren’t national in scope; areas where commodities 
are grown which are somewhat limited. At present we are not able 
to give as good treatment in these areas as we can for the major 
national crops. 

I would like to show you a map we have indicating distribution of 
our present tape-recorded service. We call this service “Agri-Tape.” 
It consists of about 12 or 14 minutes of material which is tape re- 
corded in the Department and mailed each week to radio program 
directors, State extension services, and others requesting this service. 

The red dots represent 94 farm broadcasters at. individual radio 
stations and the blue dots represent 18 State extension services. The 
yellow areas indicate multiple-station coverage where a State college 
will rerecord part of the tape for use in its own service which reaches 
out into other stations. 

We have currently 116 direct recipients of Agri-Tape, and we esti- 
mate that it is reaching between 300 and 400 stations in total. It is 
well received. 

Every 13 weeks we query the people who receive it and if they do 
not indicate they want to get future tapes, we do not send them. But 
they keep coming back for it. 

Now, there is one shortcoming in this. We have a fine pipeline, 
but the material we send in this program necessarily has to be general 
in scope because we are trying to cover the whole country. 

_ We have had requests from the people in the field who say, “Well, 
if we had some of this material regionalized and didn’t try to cover 
the whole country, it would be more usable to us.” 

Our request for the increase, in effect, is for having a person who 
would be able to work on the regional aspects of this program. 

To repeat, this refers to a few of the areas in which we aren’t doing 


- well as we should, where the crop is grown on less than a national 
asis 








Mr. Wurrren. May I interrupt you to ask a question: What is the 
expense of the station coverage? Does the station have to pay 
mailing? 

Mr. Wersrer. We furnish it to them and they send the tape back 
tous. The tape is used over and over for other subjects. 

At present, here are some of the areas where we feel we should be 
doing a better job. In other words, we should be giving producers of 
some of these crops the same kind of service we are giving some of 
the others. 

This would be durum wheat, tobacco, peanuts, long-staple cotton, 
sugarcane, flax, sheep and wool, certain animal and plant diseases like 
the soybean cyst nematode, the witchweed problem, naval stores, 
and land drainage in certain areas. 

These are subjec ts which are important, and which with the setup 
that we have, aren’t really getting the kind of coverage that we should. 

We believe we have a good pipeline here and people are willing to 
use it. 

I would like to leave with the committee a list of the recipients of 
this Agri-Tape service. It may be of interest to you. 


CATALOGING PHOTOGRAPHS 


The third increase is in project 3 and has to do with the review, 
preparation, and distribution of visual agricultural information. 
This is in the amount of $22,110. This increase would provide for 

cataloging and distributing photographs for use by the public and in 
Department pevoe ation. 


I would like to emphasize that photography in the Department of 
Agriculture is what we call functional and not ornamental. And 
while we don’t object to pretty girls in our pictures, these are not the 
principal purpose of our photos. We show photos to portray a re- 
search result, to show a new process. 

For some of our graders we use color slides so they can match 
standard samples against what they are trying to grade. 

We also use photographs i in our exhibits from time to time. They 
are used widely by the farm magazines, the trade press, book pub- 
lishers, and television people. As I say, they are used to report the 
work we are doing. 

The requested increase is directed at the problem of handling these 
photos. We have about twice as many photos coming into our hands 
now as we did a few years ago. 

When the Departme nt” s photography work was centralized in 1954, 
we were taking about 3,000 photos a year. Currently, we are taking 
nearly 6,000. Our con require a good deal of work. I will just 
give an example of what is required here. 

Here, for example, is a photograph of a sprayer or a duster. This 
photo by itself isn’t of much use unless there is some identifying ma- 
terial with it. Before we put a picture like this into distribution or 
make it available, there has to be a caption written. It has to be 
worked out. with the scientific person concerned, the photographer who 
took the picture, and the person who does the centralized photo library 
work. 





On 
that t 
reseal 
work 
made 
portil 

As 
4,000 
isa le 
but p 
on it. 

Th 
1.981 
They 
cattle 

Sor 
more 
believ 
photo 

Mr 
every 
the pi 
isa re 
toma 
tion a 
go ah 

la 
much 
80 yOu 

Mr 

Iw 
of pe 
zines 
They 
that \ 

Mr 
hess © 
you ¢ 
manu 
stand 

la 
nhatur 
ment 
rathe: 
either 

Mr 

Iw 
out i 
specif 
anyon 

I w 
With 





he 
ay 


ck 


be 
of 
ot 


om, 
ike 


eS, 


up 
Id. 
to 


of 


‘Ww, 


for 
In 


of 
nd 
he 
re- 


ey 


he 


LIS 
la- 
or 
be 
ho 


4 
| 


53 


On this photo, the caption is somewhat longer than usual, but it tells 
that the machine is a sprayer-duster that was designed by Department 
research people in the Pacific Northwest. The caption tells where the 
work was done and then it describes the machine. When the photo is 
made available, it tells the story with the picture, and the basic sup- 
porting facts are with it. We do this with all the photos that. we take. 

As I say, the volume we are getting piles up on us. We may have 
4,000 or 5,000 photos awaiting captioning and filing and sometimes it 
isa long time before this process gets done. ‘The photo has been taken 
but people ¢ “an’t use it because we don’t have the information completed 
on it. 

I have a list here, as of March 1, which shows that we had on hand 
1,981 photos without captions. These were taken in 27 different States. 
They cover everything from poultry, insects, sugar beets, hogs, sheep, 
cattle, and cotton—the whole gamut of agriculture. 

Some of these were taken more than a year ago; many of them are 
more than 9 months old, but we still can’t make them available. We 
believe that the increase we are requesting would let us handle these 
photographs promptly. 

Mr. Wuirren. Mr. Webster, I commended you earlier and I meant 
every word of it. But the question strikes me at this point: What is 
- purpose of pictures of that kind showing this equipment? If this 

saresult of your development and a patent has been t: aken and is open 
tomachinery companies, isn’t the best approach to make such informa- 
tion available to the different farm machinery companies and let them 
goahead with the job of advertising from that point on ? 

I am just wondering in this particular instance if you are doing 
much good. Lam not making the charge, I am asking the question, 
so you can give me what answer you may have. 

Mr. Wersrer. I don’t know that I have a precise answer on that. 

I would say when something new has been designed, that the kind 
of people who would want this photo would be, let’s say, trade maga- 
zines in the farm machinery field, people who are concerned with this. 
They might well want this. That would be a limited demand, but 
that would be the demand we would try to serve. 

Mr. Wurrren. In other words, the Department is not in the busi- 
less Of manufacturing such equipment. But you do the research, and 
you come up with the answer, and you get a patent on it. Insofar as 
manufacturing for sale is concerned, that is dependent, as I under- 

tand it, on the machine ry manufacturers. 

I am wondering if pictures sent out to the gener al public of this 
nature might not really be sent out just to show what all the Depart- 
ment is doing, for such credit as might come to the Department, 
rather than contributing very much toward getting the equipment 
either manufactured or used. 

Mr. Roserrs. May I interrupt a moment, Mr. Chairman ? 

I want to overcome any impression that we send these photographs 
out indiscriminately. These photographs have been taken for some 
specific program purpose, but are in the files and are available to 
imyone who requests them; there isn’t a general distribution. 

I would imagine that this particular picture was made in connection 
with a research project, and was probably used in connection with a 
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farmers’ bulletin or a publication of some kind that describes the 
development of this piece of machinery. 

Our requirements are that photographs made for any purpose in the 
Department shall be filed in this central file. Then if anyone requests 
a picture, or comes in and wants to go through the file to see if they 

‘an find something that they would like to use, the file is available to 
anes 

Mr. Wuartrren. That explains it to me. 

Mr. Wessrer. I think we could just say essentially that it is part of 
the reporting on the research which has been done. 

Mr. Wuirren. I was just trying to see how this fit into the scheme 
of things. 

Mr. Wessrer. The machinery one probably raises more questions 
like that. 

We prepare photo series covering subjects such as stockyard in- 
spections, how to cut seed losses, the preparation of wool for market, 
international sales of poultry, alfalfa dehydrating, and things of that 
kind. They cover a great variety of work that the Department does 

Mr. Chairman, those cover our requests for increases. 


YEARBOOKS OF AGRICULTURE 


Regarding the yearbooks, I am sure I don’t need to labor the fact 
that the “1959 Y earbook, Food,” has been extremely well received. We 
understand that the Super intendent of Documents started with 30,00 
copies to sell. He normally figures out stock that will keep him goi 
for some time but the stock is ‘already depleted. It is our underst oa 


ing he is ordering 20,000 more copies. If he sells all these at $2.25 
sach, the Treasury is going to have a pretty fair return on this par. 
ticular book. 

According to our usual schedule, we have three yearbooks in proc: 
ess at the present time. This is because of the length of time it takes 
to get a yearbook published. 

The 1960 yearbook is approaching completion. The editor tells me 
that the type for it has been set, the illustrations are nearly ready, 
page makeup is underway, and it is well along toward going to press. 
We expect it will be released in the fall, as usual. 

Now the precise title of this book hasn’t been set yet but broadly 
speaking it is on agricultural engineering. We have used the term 
“technological revolution in agriculture.” It deals heavily with the 
important recent. changes in farm machines and the sources of power 
and methods of conserving soil, its structures, with the developments 
and equipment for processing and marketing, methods of performing 
farmwork, and so on. 

We feel it is going to be a very timely book and we are looking for- 
ward to its being published. 

Now at the same time this one is going to the press we are working 
on a 1961 Yearbook of Agriculture. This will be devoted to the 
subject of seeds. This is a “subject in which we had a good deal of 
interest expressed before we finally settled on it. 

A number of Members of the Congress have expressed interest in 
seeing this subject treated. Many people in the various seed groups 
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and the Food and Agriculture Organization—the international organ- 
ization—have expressed interest. 

One reason the Food and Agriculture Organization is interested is 
that in 1961 there is to be an international seed year observance. Our 
attention was called to the fact that if we were to have a yearbook 
on seeds, this would be the year to do it. 

Release would coincide with that observance. While we think this 
is a byproduct, this is not a determining factor with us. We think a 
seed book is very important to our own people, to people who produce 
seed, to people who use seed, and that it is justifiable on that count. 

The seed book is somewhat ahead of schedule. We have advanced 
the schedule on it in the hope that it would come out early in the spring 
of 1961, rather than the fall, so it would coincide with the Interna- 
tional Seed Year, which is being observed in the countries belonging 
to the Food and Agriculture Org: anization, of which the United States 
is one. 

As I say, the 1961 book is somewhat ahead of our usual schedule. 
Normally, a yearbook comes out in September or sometime in the 

fall. This one we hope to issue early in 1961, the springtime. 

The manuscripts have been written, and are in hand. The editor is 
currently at work in getting them ready to go to the printer. Some 
work has been done on illustrations and it is in the wor ks, so to speak. 

The third yearbook is the one for 1962. Our general plan for this 
has been determined, and we hope we can start very soon to work on 
the outline and the scope and the chapters. 

The centennial year is 1962 of the Department of Agriculture. We 
have planned for years that in 1962 it would be appropriate that our 
yearbook should be tied in with the centennial observance. So we 
ii a centennial yearbook that would reflect the whole progress 
of American agriculture—largely the work of the Department. This 
will be less concerned with history and more with the problems that 
have arisen in American agriculture and have been solved in such 
fields as conservation, entomology, the breeding of plants and animals, 

forestry, genetics, and many more. 

We want this to be a forward-looking book of scientific advances 
to show what our early situation was in agriculture, how we have 
made progress, and what the outlook is in science, production, and 
marketing. 

We think actually that many of the books which we have issued 
in recent. years on such subjects as animal diseases, water, plant 
diseases, insects, trees, and grass, will be brought up to date in this 
centennial yearbook. We believe that this should be one of the very 
best books that we have issued. 

We do feel that it should be better illustrated than the books in 
recent years; that it should be printed on a little better paper; and 
we expect this will cost us more than usual. 

This wouldn’t come from this appropriation we are talking about 
now, but would be considered a year from now. ‘This is about where 
we stand on yearbooks. 

Mr. Narcurr. How would the yearbook that you have just described 


for 1962 compare with the one for 1940, for instance—‘Farmers in a 
Changing World”? 











56 


As I understand, Mr. Webster, it would not be a history of agricul. 
ture, it would deal more with the workings of the Department of 
Agriculture over the years; is that correct / 

Mr. Wepsrer. Yes, it will deal more with the substance of the work 
of the Department, rather than a historical recounting of bureaus, 
and all the changes that have taken place. 

Mr. Wurrren. We discussed that earlier with Mr. Roberts, I be- 
lieve, and we asked that we be kept current with developments along 
thisline. Iam sure he will do that. 

Going back to this cost, what is requested in your appropriation 
request for the printing of the book on “Seeds,” and what will it cost 
for a reprinting of the present yearbook in an equal number, or in: 
percent of the number that we had the last time? 

Mr. Wesstrer. Well, the amount earmarked, you might say, in the 
appropriation for the yearbook is $213,000. This is the cost we work 
against because this is the amount available, and we make sure that 
we come within that. 

We have been checking with GPO on the cost of reprinting “Food.” 
To reprint in the total amount, which is 233,050 copies, it is estimated 
would cost approximately $180,000, and it would be about $100,000 
for half an edition. 

Mr. Narcnrer. Mr. Webster, you and the members of your staff 
are to be commended for the fine service you have rendered. 

Mr. Wuirren. Mr. Webster, we wish to thank you and your asso- 
ciates for a job well done, and for the very practical and frank way 
in which you discuss these problems with us. 

I think the Department does a wonderful job in areas of research 
and in the getting together of information that is not only highly 
interesting but of tremendous value. I think you in turn do a won- 
derful job of making this information available. 

Our problems are with those who don’t see fit to disseminate it as 
they should. It is in that area that we all want to work. 

We thank you again. 

Mr. Wesstrer. We thank you and the members of the committee, 
Mr. Chairman. 
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OFFICE OF THE SECRETARY 


WITNESSES 


RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER 

ERNEST C. BETTS, JR., DIRECTOR, OFFICE OF PERSONNEL 

FRANCIS R. MANGHAM, DIRECTOR, OFFICE OF PLANT AND OPERA- 


TIONS 
JOSEPH P. LOFTUS, DIRECTOR, OFFICE OF ADMINISTRATIVE MAN- 


AGEMENT 
G. OSMOND HYDE, CHIEF, OFFICE OF HEARING EXAMINERS 


SALARIES AND EXPENSES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities 


1. General administration $617, 294 $621, 215 $624, 200 
2. Personnel administration and service 696, 655 703, 114 707, 800 
3. Budgetary and financial administration and service 660, 728 677, 025 681, 4C0 
4. General operations 593, 946 606, 686 611, 600 
5. Administrative management 92, 740 95, 545 96, 200 
6. Regulatory hearings and decisions . 162, 486 165, 915 166, 800 
National Agricultural Advisory Commission 11, 369 11, 500 11, 500 
Total program costs 2, 835, 218 | 2, 881, 000 | 2, 899, 500 
8. Relation of costs to obligations: Costs financed from 
obligations of other years, net (—)- —4, 776 
Total program (obligations 2, 830, 442 2, 881, 000 2, 899, 500 
Financing 
Comparative transfers from (—) other accounts - -- —4, 600 | 
Unobligated balance no longer available 29, 808 
New obligational authority. 2, 855, 650 2. 881, 000 2, 899, 500 


New obligational authority: 


Appropriation - 2, 668,895 | 2, 881, 000 | 2, 899, 500 
Transferred from “‘Conservation reserve program,’’ Com- | 
modity Stabilization Service (73 Stat. 52). --- 186, 755 \- 
: e | ; 
Appropriation (adjusted) - -_- 2, 855, 650 | 2, 881, 000 | 2, 899, 500 
| 


Includes capital outlay as follows: June 30, 1959, $14,408; 1960, $7,300; 1961, $7,300. 
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Object classification 
a ; sia aa 
1959 actual | 1960 estimate | 1961 estimate 
Total number of permanent positions __.........-..-.--_-._-- | 328 332 332 
Full-time equivalent of all other positions_........._.___- 5 2 1 1 
Average number of all employvees-_-._..........-.__..- Seccliviintedh 318 322 32 
Number of employees at end of year aes 317 323 3% 
Diwereee (A Or0Ge BPG BRINIG oe. oie co ec eeracnccéucwnesnnnce 8.6 $7,284 $7, 306 | 8.7 $7, 32 
01 Personal services: 

Permanent positions : gi al A cs See $2, 367, 095 , 006 $2, 410, 737 
Positions other than permanent_-_...................- 11, 845 9, 813 8, 52 
Ia (aoa 21, 027 , 181 20, 737 

ens NONE GON Y UR sis ssc kde twnennesddies 2, 399, 967 2, 440, 000 | 2, 440, OO 
02 Travel 7 102, 024 117, 632 117, 682 
03 Transportation of things 2 796 600 | 600 
04 Communication services 38, 434 38, 700 38, 7 
05 Rents and utility services. e é 87] 800 | RY 
0 Printing and reproduction 4 71,316 69, 800 69, 800 
07 Other contractual services aes areas bes 14, 060 14, 000 | 32, 50) 
Services performed by other agencies................._.- 22, 079 20, 900 | 20, 9) 
OS Supplies and materials_..........___- 21, 280 | 20, 500 | 20, 500 
09 Equipment : ee 8, 994 | 7,300 | 7, 30) 
11 Grants, subsidies, and contributions a 148, 322 | 149, 000 149, 0% 
13 Refunds, awards, and indemnities 985 | 600 | 60 
15 Taxes and assessments.................... Sy 1,314 | 1, 168 | 1, 168 
STOR no gk ba 2, 830, 442 | 2, 881, 000 2, 899, 50 





| 


Mr. Wurrren. We have Mr. Ralph S. Roberts, Administrative 
Assistant Secretary of Agriculture, with us to present to the committee 
the budget justification for the Office of the Secretary. In that con- 
nection we will have pages 166 through 189 of the justification included 
in the record at this point. 

(The material referred to is as follows: 


OFFICE OF THE SECRETARY 


PURPOSE STATEMENT 

The Secretary of Agriculture, assisted by the Under Secretary, the Assistant 
Secretaries, and members of their immediate staff, directs and coordinates the 
work of the Department ; formulates and develops policy ; maintains relationships 
with agricultural organizations and others in the development of farm programs: 
and maintains liaison with the Office of the President and with Members of 
Congress on all matters pertaining to legislation and policy to insure effective 
performance of the agricultural programs. 

The Office also conducts the following activities: 

Personnel administration and service is carried on by the Office of Personnel, 
the staff agency of the Secretary with responsibility for the personnel manage 
ment program of the Department. Departmentwide leadership, supervision, and 
coordination are provided in employee performance and development, position 
classification, salary administration, employment, recruitment, placement, ex- 
amination, separation, retirement, leave, personnel management, personnel 
investigations, employee health, awards programs, manpower utilization, per- 
sonnel and records security, and employee safety. Operational phases of this 
activity have been substantially delegated to the agencies. A systematic review 
is made to measure each agency’s effectiveness in serving its personnel manage 
ment requirements. 

Budgetary and financial administration and service is carried on by the Office 
of Budget and Finance, the staff agency of the Secretary with responsibility for 
functions relating to overall administration of the budgetary, fiscal, and related 
affairs of the Department. It provides leadership and coordination of these 


activities throughout the Department, including the acquisition and distribution 
of funds, accounting, internal auditing, budgetary and financial reporting, organi- 
zation and management phases of budget and fiscal activities, and related 
matters. 
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General operations are carried on by the Office of Plant and Operations, a 
staff agency of the Secretary exercising general staff management direction of 
the housing of the Department’s activities, including technical services ou design 
and approval of related construction projects; the leasing of commercial space 
and matters concerned with management of real property; procurement activ- 
ities; purchasing, warehousing, utilization and disposal of administrative and 
operating supplies and equipment, and related activities. The Office performs 
administrative service functions for the Office of the Secretary and operates 
certain departmental services in the District of Columbia, including telephone, 
telegraph, reproduction, duplicating, addressing and mailing, central storage and 
distribution of supplies and forms, and the departmental post office. 

Administrative management functions are carried out by the Office of Admin- 
istrative Management, a staff agency of the Secretary responsible for Depart- 
mentwide direction, leadership, and coordination in the areas of management 
improvement, organization, administrative issuances, paperwork management, 
and committee management. Management analysis projects and studies are 
undertaken to improve administration and introduce new work performance 
techniques and equipment. 

Regulatory hearings and decisions include the work of the Office of Hearing 
Examiners and of the Judicial Officer. The hearing examiners carry out the 
provisions of the Administrative Procedure Act relating to the holding of hear- 
ings (5 U.S.C. 1006, 1010). Hearings are held in connection with prescribing 
of new regulations and orders, and on disciplinary complaints filed by the De 
partment, or on petitions filed by private parties asking relief from some action 
of the Department. 

The Judicial Officer renders final administrative decisions in regulatory pro- 
ceedings, and is responsible for preparing Agriculture Decisions, a monthly 
publication containing decisions in connection with all quasi-judicial functions 
and administrative hearings of the Department. 

The hearing clerk unit, which operates under the Judicial Officer, is responsible 
for receiving, filing, and acknowledging the receipt of complaints, petitions, 
answers, briefs, arguments, and other documents filed with the Department of 
Agriculture in connection with quasi-judicial and administrative proceedings 
under various regulatory laws administered by the Department. 

The National Agricultural Advisory Commission was established pursuant to 
Executive Order 10472, approved July 20, 1953. It reviews national agricultural 
policies and the administration of farm programs, and makes recommendations 
thereon to the Secretary of Agriculture. Composed of 18 members, not more than 
9 of whom shall be members of any one political party and at least 12 of whom 
must be representative farmers from the several geographic sections of the 
United States, the Commission meets at the call of the Secretary of Agricul- 
ture at least once during each quarter of each calendar year. 

On November 30, 1959, employment in the staff offices comprising the Office 
of the Secretary under this appropriation consisted of 314 employees, 310 of 
whom were in Washington and 4 in the field. In addition, there were 152 em- 
ployees under the working capital fund under which certain central services are 
performed for other agencies on a reimbursable basis. 


MaRS CANNON “TENN Da acs ns adic atc ch sash eis reac de ba ic va ess $2, 881, 000 
mann” "NCAR | NN oe ee ee a 2, 899, 500 
Salaries and expenses 
Appropriation Act, 1960, and base for 1961______________._________ $2, 881, 000 


OMS N SIRT: ARIEL SURNAM FE A SES a ae 8 a a 2, 899, 500 


Increase (for employee health benefit costs pursuant to Public 
th a iia a a Ean +18, 500 
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Project statement 


Increase, 





1960 health bene- 1961 
Project 1959 (estimated) fit costs estimated) 
(Publie Law 
86-382) 
1. General administrat ior S518, 028 $621, 215 +-$2, 985 $624, 200 
2. Personnel administration and service 695, 856 | 703, 114 +4 686 707, 800 
3. Budgetary and financial administration and 
service : : 661, 224 677, 025 +4, 375 681, 400 
4. General operations 593, 182 +4, 91 611, 600 
Administrative management 90, 807 +655 96, 200 
6. Regulatory hearings and decisions 159, 993 +885 166, 800 
7. National Agricultural Advisory Commission 11, 402 11, 500 
Subtotal 2, 830, 442 2, 881, 000 +18, 500 2, 899, 500 
Unobligated balance 29. 88 
Total health benefits costs (Public Law 86-382) _| | | | [+-18, 500] [18, 500} 
lotal available or estimat« 2 860, 250 2. 881, 000 +18, 500 2 299, 500 
[Transferred from ‘*Conservation reserve pro- 
gram, Commodity Stabilization Service” 186, 755 
Transfer in 1960 estimate from “Salaries and 
expenses, Office of Information” 4, 600 
Total appropriation or estimate ; 2, 668, 895 


Represents obligations Applied costs for 1959 are $2,835,218 The difference of $4,776 reflects, pri- 
marily, the excess of contractual services and equipment used in 1959 over contracts made and orders 
placed in that year. 

INCREASI 


An increase of $18.500 is required to meet health benefits costs under Publi¢ 
Law 86-382, applicable to the base for 1961. A full explanation of the health 
benefit cost estimates appears in the “Preface” at the beginning of the “Explana- 
tory Notes.” 

STATUS OF PROGRAM 


1. General administration 

The Immediate Office of the Secretary, with its broad responsibility for the 
development of national agricultural policies and the general management of 
the Department of Agriculture, coordinates the activities of and provides leader- 
ship and direction to the agencies of the Department in the overall administration 
of agricultural programs. 

The Secretary, assisted by the Under Secretary and the Assistant Secretaries, 
determines policy under the laws providing for departmental programs. The 
Assistant Secretaries, in their defined areas of responsibility, have delegated to 
them authority for the general direction and coordination of the various functions 
and activities of the Department. 

In directing the work of the Department during the past year, the Secretary’s 
Office gave special attention to the following areas: 

(a) Adjustments in farm programs, particularly price support activities and 
the conservation reserve program, in line with the President’s recommendations 
to Congress. 

(b) Extension of the Agricultural Trade Development and Assistance Act 
(Public Law 480). 

(c) Initiation of conferences with representatives of other nations and the 
Food and Agriculture Organization relating to the President’s food for peace 
program. 

(d) Intensification of the rural development program to help farm families 
in all parts of the Nation to increase their income through more efficient farming 
and off-farm employment opportunities. Work is underway in 30 States and 
Puerto Rico, with pilot efforts in 63 counties and 9 areas affecting in all some 
200 counties. 


2. Personnel administration and service 


The Office of Personnel is responsible for the general direction, coordination, 
and administration of the Department’s personnel management program. This 
program includes position classification, pay administration, classification and 
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qualification standards, recruitment, placement, retirement, separation, leave, 
exalmination, employee performance, development and training, manpower util- 
ation, employee safety, awards programs, personnel investigations, employee 
health, employee benefits, personnel records, and security and personnel man- 
agement. The Office delegates authority to the agencies to enable completion 
of personnel actions at appropriate operating levels with a minimum of review, 
develops and administers standards and uniform practices for all phases of per- 
sonnel management, issues written instructions to agencies concerning regulatory 
and administrative policies and procedures, and reviews personnel activities of 
agencies carried out under delegated authority. 

The following examples are representative of the continuing problems with 
which the Office must deal along with the fundamental function of planning and 
idministering an effective personnel management program for the Department: 

Personnel management and review.—As a means of supervising the personnel 
activities of the several agencies of the Department and to insure the proper 
use of the delegations of authority which have been given to the agencies, this 
Office has engaged in an active program both with the Civil Service Commission 
and its own of inspecting or reviewing each agency’s operations. 

During the past year this Office participated with the Civil Service Comumnis- 
sion in the inspection of about one-half of the agency personnel offices. During 
the same period approximately one-third of the agencies of the Department 
were visited independently by representatives of this Office. These reviews 
have reflected an intelligent use of the authorities which have been delegated 
to the agencies and in general a good job of personnel processing has been 
ccomplished. Instances have been discovered where improvement in the 
substantive personnel program was indicated. Significant areas needing fur- 
ther attention are :(a@) Lines of communication between the administrator, or 
other directing official of the agency and the rank and file of the employees 
needed to be strengthened; (0) instances where further training of employees 
was needed; (¢) more emphasis placed and improved use made of the incentive 
awards program, 

Through the reviews the Office has tried to bring about a better informed staff 
and more employee participation in management in several of the agencies. 
Looking to the future of this program, each agency is being encouraged to 
embark on a program of self-evaluation, to serve as a means of their own self- 
improvement and at the same time minimize the need for reviews from the central 
office. 

The Office has served in a leadership capacity to draw together representatives 
of Department agencies in a combined effort to improve procedures and records 
pertinent to personnel operations. This endeavor has resulted in the improve- 
ment and standardization of certain forms and as a means to reduce the number 
of duplicate records maintained in agencies with Washington and field offices. 

Implementation of the Training Act.—In addition to the general leadership 
and direction which the Office of Personnel has given to training of employees, 
t has also concentrated on the development of policy, plans, and regulations 
to insure the most effective use of the authorities and the acceptance of the 
responsibilities provided by the Government Employees’ Training Act of 1958. 
To accomplish this the following steps have been taken: A temporary program 
was developed and used during the year pending the establishment of a 
perinanent program ; an advisory committee was appointed; eight sessions of the 
Department's training seminar were devoted to discussions of the act, the Civil 
Service Commission regulations as they were being developed, and the policy 
ind regulations of the Department at various stages of development; draft 
of the regulations was submitted to the Department’s Management Improvement 
Committee for discussion, changes in the regulations were recommended by 
i small ad hoe committee, and further revisions were made by the Office of 
Personnel in line with these recommendations; a careful review for approval 
Was made of all assignments for outside training, which provided a preview 
of the future use of authority for outside training. These steps have served to 
inform agency officials of the Department about the provisions of the act and 
assist them in determining how best to make effective use of them. 

It is expected that the final policy and regulations will provide a basis for 
operation under this new legislation which will insure the maximum improve- 
nent in the operations of the Department. It is hoped that the reports and 
(ther means of checking compliance can be kept to a minimum, leaving as 
uch time as possible for extending to the agencies leadership and assistance 
In the use of this excellent piece of legislation. 
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Standards.—During fiscal year 1959 the Office worked on 36 standards projects 
covering more than 23,000 positions in the Department. Work has been com- 
pleted on 30 of these projects. The Civil Service Commission, as part of its 
program to accelerate standards production throughout the Government, initiated 
21 of the projects, with this Office responsible for coordinating review and 
evaluation activity for validation purposes throughout the Department. Agencies 
of the Department, with advice and guidance from this Office, initiated the other 
15, covering positions predominantly peculiar to the Department in such occupa- 
tional groups as forestry aids and technicians, soil scientists and warehouse 
examiners. Eight of the projects initiated by the agencies required this Office 
to engage in a complete occupational study of the positions involved and the 
preparation by the affected agencies, for review and approval of both position 
classification standards and civil service examining or qualification standards 
for the positions. 

Specifically, projects initiated by the Civil Service Commission and submitted 
to the Department for comments and suggestions included the following: 

Occupational standards: Budget analysts and budget officers; card punch 
operators; chemical engineers: construction engineering inspectors; educational 
and vocational training officers; electronic engineers: engineering aids and tech- 
nicians: freight rate «lerks and technicians; guards; legal instrument examiners; 
messengers ; nonsupervisory personnel officers and assistants: varitype operators, 

Classification stands Administrative officers and assistants, civil engineers, 
electronic technicians, engineering draftsmen, physical science technicians, pro- 
fessional legal positions, telephone operators, supervisors of one-grade interval 
(i.e., principally clerical) work. 

Projects initiated by agencies of the Department and submitted to the Office 
for review and clearance prior to negotiation with the Civil Service Commission 
for final approval, included the following: 

Occupational standards: Crop insurance field supervisors, forestry aids and 
technicians, forestry and range fire control aids and technicians, plant quarantine 
inspectors, range conservationists, soil conservation aids, soil scientists, ware 
house examiners. 

Classification standards: Agricultural engineers. 

Qualification standards: ASC grain testing aids and grain graders, foreign 
agricultural affairs officers, foresters, pest control workers, veterinarians. 

Also, a project to provide revised rating schedules for rating the applications 
of candidates for professional and scientific positions predominantly peculiar 
to the Department was completed during the fiscal year. This covered pro- 
fessional positions in the agricultural and biological sciences, agricultural 
economics, and marketing and statistics. 

Revision of the Federal Personnel Manual.—This Office participated in a work 
group of the Interagency Advisory Group in the development of an overall revision 
of the format, preparation, and issuance of policy and regulations on personnel 
matters now generally contained in the Federal Personnel Manual. The purpose 
of the revision is to standardize format, and to reduce the main part of the 
Federal Personnel Manual by elimination of operating instructions which are 
generally of concern only to technicians. In effect the main Federal Personnel 
Manual will be written for middle management with emphasis on_ policy, 
standards, and guidelines. The general format of each subject matter division, 
which will be tied in by code numbers to the subject outline of title 5 of the 
United States Code, will attempt to list first the legisaltive requirement, then 
the Commission regulations, and last, any further amplifying material such as 
Comptroller General’s decisions. Through this format it is believed that much 
repetition can be eliminated and thus reduce the size of the manual and improve 
its usefulness. 

Training in administrative management.—As a result of an evaluation of two 
trial TAM institutes for training field leaders during fiscal 1958, the Department's 
Management Improvement Committee asked that the Office of Personnel plan 
and conduct four additional institutes. These institutes were held at Santa 
Barbara, Calif., in February 1959, for the Western States: at Athens, Ga., in 
April for the Southeastern States, at Amherst, Mass., in July 1959; and the 
fourth and last at Oklahoma State University in September. On completion 
of these institutes the Department will have located throughout the country more 
than 200 field officials who will make up a cadre of leaders for giving direction 
to responsible field officials in planning and conducting 1-week workshops for 
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training field administrators in improved management and a better understand- 
ing of the policies and functions of the Department. 

Ten workshops have been conducted and eight others have been planned for 
fiscal 1960 by the leaders trained in the institutes. After the last field institute 
in September emphasis will be given to the followup and evaluation of local 
workshops and the training of administrators stationed in Washington. 

The Department’s functions vary so greatly and its employees are scattered 
so widely that it is difficult for employees to maintain an adequate understanding 
of parts of the Department other than the ones in which they work. This 
problem has always existed but during fiscal year 1959 steps were taken to 
meet this problem in a practical way. It has been found that one of the more 
important results of the training in administrative management institutes and 
workshops has been the improved understanding of policies, functions, and 
problems by field administrators which they got from working and studying 
with their counterparts from other agencies of the Department. 

Prtension of the Department’s executive development agreement.—The Civil 
Service Commission approved an amendment to the Department’s executive 
development agreement which had the effect of extending the coverage and ap- 
propriate utilization of the plan to many groups of employees not heretofore 
eligible. This extension provides management with a much more effective sup- 
plement to existing facilities for the planned and systematic career development 
of employees with high potential for administrative responsibilities. It will also 
assist in the much-needed area of developing an adequate reserve of employees 
for future assignment as career executives. 

Delegation of authority to agencies.—The Office is constantly appraising the 
needs of agencies for more authority to effectively administer their personnel 
program as evaluated against the necessity for control to assure conformance to 
policy and high standards of personnel administration. In the past year, au- 
thority was delegated to agencies to (1) establish nonstandard hours of duty 
subject to compliance with basic standards and policy, (2) classify standard 
jobs, (3) effect seasonal reemployment without the prior approval of the Direc- 
tor of Personnel after approval has been given for the first such employment in 
those cases in which no new or additional derogatory information has been 
disclosed, (4) recommend removal of employees for unsatisfactory performance 
through the charges and answer procedure rather than through procedures pro- 
vided under the Performance Rating Act, and (5) the authority to grant cash 
awards to individual employees and to groups of employees, for benefits resulting 
from suggestions, performance, and special acts, was increased from $300 to 
$500 for a 1-year period beginning February 2, 1959. These delegations are in 
the interest and for the purpose of improving personnel administration in the 
Department by placing at the appropriate operating level the authority neces- 
sary to carry on the day-to-day personnel operations with the minimum of 
guidance and the least disruption and delay in their consummation. 

Investigations, disciplinary actions, and suitability determinations—During 
the fiscal year 1959, 142 investigations of various types of employee misconduct 
were conducted. These included travel voucher irregularities, intoxication on 
duty, insubordination, bad supervision, and office relationships, and misuse of 
Government-owned vehicles. Also, 24 investigative files in other departments 
relating to applicants for appointment in this Department were reviewed. 

Total of 1,426 disciplinary cases were handled. Of these 184 resulted in 
letters of reprimand only, 195 in reprimand plus suspension, 151 in removal, 145 
in resignation, and in 751 cases it was determined that no action was warranted. 
In addition, during the fiscal year, 715 national agency checks and inquiry files 
containing derogatory information relating to new appointees were reviewed 
todetermine suitability for retention and appropriate disciplinary action. 

During the year particular effort was made to screen carefully results of pre- 
employment inquiries relating to applicants, to preclude the appointment of 
those concerning whom there was a substantial question as to suitability for 
appointment ; and also where the results of national agency checks and inquiries 
disclosed derogatory information of a serious nature to eliminate such persons 
luring their probationary or trial periods. 

Reading improvement program.—In fiscal year 1959 reading training was 
given to another 392 higher level employees (generally GS-11 and above). 
These employees estimate they read on the average about 4 to 4%4 hours daily. 
Evaluation at completion of training is both subjective (course evaluation ques- 
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tionnaires) and objective (alternate forms of precourse tests). On the ques. 
tionnaire, 91 percent indicated they had improved their reading efficiency as a 
result of training; 70 percent said they were getting through their incoming 
mail faster. 

Faster reading, more systematic and selective reading, better management 
of time, and more reading were given as other specific values derived from 
training. 

Tests given at the end of training using difficult or study-type material showed 
an average 22 percent improvement in speed of comprehension and 10 percent 
in depth or level of comprehension. On less difficult, standard material, end-of. 
course tests showed an average 70 percent reading rate improvement with compre. 
hension remaining at an optimum level for this type material. 

Employee health—Poliomyelitis immunization was offered to all departmental 
employees without age limitation through a cooperative arrangement between 
this Office and the USDA Welfare and Recreation Association. This consisted 
of three hypodermic injections of the immunizing vaccine. A total of 5,492 
injections were given. 

Under the same cooperative arrangement influenza immunization was als 
offered to all Washington area employees. The immunization consisted of twi 
injections of the vaccine. A total of 7,158 injections were given. 

Workload on individual transactions in the operational phases of the pro- 
gram.—In addition to the leadership and staff functions of the Office, the workload 
on individual transactions in the operational phases of the program continued to 
be heavy. During fiscal year 1959 workload data records maintained reflect the 
following: 


ay Re CnOIENS ANGIE ors ue ee ee ee Bs n8 A, 24) 
2. Applicant correspondence__-_--~-~- See Sota Sea ee ee ne ateae 1, 824 
3. Mailings in response to employment inquiries. Ogata usted ss teem en a tee ee SEE 2, 742 
4. Recruitment and placement contacts_____-__-_--_~_-_- sed orete ash eA, 
a an ee cm ean ou dale eae een 4% 
Greer mre BemOnn MTOCRHNOG . oe 6 wk ceca kU (44 
7. Regular and special — etal en ea a ee anges aero aR Rene eae ae 112 
8. Grievances__-_- a ice eee ase maer eh eke SORES 13 
9. Appeals ¢ lassific ation, pe srformance 1 rating g, and fair employment_______ 2 


Review of office policies and organization.—As a part of the continuing effort 
to direct resources to the essential phases of personnel management and t 
improve working relationships and understanding with the agencies and the 
Civil Service Commission, the Office conducted two series of meetings during 
the year. The first series of meetings covered the organization, functions, and 
operations of the Office. The second series was a joint meeting between this 
Office, agency personnel officers, and the Civil Service Commission to determine 
problem areas and find solutions to them. These meetings were very helpful 
to this Office, serving as the basis for making several improvements in ou 
program and eliminating some of the problem areas through a frank and con 
structive approach to resolve them. 


3. Budgetary and financial administration and service 

The Office of Budget and Finance is responsible for departmentwide coor 
dination of the budgetary and financial aspects of Department programs and 
activities, including the acquisition, distribution, and control of funds; account 
ing: internal auditing, including program investigation ; budgetary, financial, ané 
legislative reporting ; and the organization and management of these and related 
activities throughout the Department. 

Among tthe special activities in the field of budgetary administration requiring 
action by the Office in the past vear were the following: 

(a) Reduction in volume of budget status reports—As a result of 4 
Department study of Budget Bureau reporting requirements, recommends 
tions were made to and approved by the Budget Bureau which reduced the 
number of separate Department reports on budget status submitted to the 
Budget Bureau from about 1,300 per year to about 450, a reduction of over 
65 percent. 

(b) Savings due to reduction in planned employment.—As a result of the 
President’s request that 1959 employment be reduced by at least 2 percelll 
over that which could be reasonably financed from available funds, agencie 
of the Department revised their budgetary plans and by June 30, 195% 
accomplished a reduction of 3,844 from the employment of 101,064 originally 
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programed, a reduction of 3.8 percent. Savings resulting from the reduced 
employment levels were used in part to absorb increased pay and postage 
costs resulting from new legislation. 

In budgetary and financial reporting a wide variety of special reports was 
handled to meet administrative needs and to provide information responsive 
to requests from Congress, various public and private organizations, and the 
general public. In addition, a number of recurring agency reports receive depart- 
mental review and clearance before submission to the Budget Bureau, Treasury 
Department, and other agencies. The improvement of agency reporting systems 
and the development of improved reporting procedures and techniques con- 
stitute important responsibilities in this area, including liaison with agencies 
outside the Department on such matters. 

Examples of the more important activities during fiscal year 1959 are— 

(a) Revision and reissuance of a 49-page pamphlet describing in summary 
narrative form the activities of the Department. This pamphlet continues 
to be a useful tool in responding to many inquiries from many sources seek- 
ing information on the Department’s programs, 

(b) Reissuance of statement of the Department’s budget expenditures 
segregating programs predominantly for the benefit of the farmer from 
those programs having multiple benefits and not directly chargeable to the 
farmer. This method of expenditure reporting continues to receive con- 
siderable interest both inside and outside the Government. 

Eight hundred and twenty-five legislative reports were prepared or reviewed 
from the standpoint of budgetary and related administrative and program 
implications, revised when necessary, and cleared with the appropriate agencies. 
This compares with 560 reports for 1958 and 754 for 1957. The number for 
1959 was the highest in the history of the Department. 

Inasmuch as all large agencies of the Department now have independent 
internal audit staffs, this Office is concentrating on increasing the effectiveness 
of the internal audit and program investigation activities. Technical assistance 
was furnished the agencies in the development and maintenance of internal 
audit programs in conformance with guidelines prescribed by the Comptroller 
General and Department policies. Examples of these efforts during the past 
year are as follows: 

(a) Reviews were made of the internal audit functions in the Agricultural 
Research Service, Commodity Stabilization Service, Federal Extension Service, 
and Foreign Agricultural Service, and of the program investigation functions 
in the Commodity Stabilization Service and Farmers Home Administration. 
Attention was given to organization, scope of review, techniques employed, and 
adequacy of reporting. 

(b) In recognition of the increasing importance of automatic data processing, 
a series of training sessions were held for representatives of agency internal 
audit staffs to acquaint them with such operations and with the methodology for 
audit of the process. 

(c) The attention of agency auditors was directed to the need for reviewing 
areas where economies might be effected and improvements made in operations. 
Attention was also given to the review of certain areas in record management 
activities. 

(d@) A study was completed which resulted in a simplified system for handling 
certain types of investigation reports. 

(ce) A project has been initiated whereby certain audit reports of the agencies 
Will be reviewed periodically to determine their effectiveness. This review will 
include the format, contents, readability, size, and other, related factors. It is 
anticipated that these reviews will result in assisting the agencies’ audit staffs 
in more effective presentation of findings to management. 

During the year this Office conducted or participated in a number of depart- 
mentwide surveys directed toward improving accounting, strengthening fiscal 
controls, and simplifying operating procedures. The following two cases are 
examples of areas studied during the last year: 

(a) A review was made of agency accounting practices to determine adequacy 
of the accounting system to provide financial information for management, the 
budget, and reporting. Leadership and technical assistance was furnished the 
agencies in resolving particular problems in applying current accounting con- 
cepts. Particular emphasis was given to accrual accounting for program activi- 
ties in relation to the methods of financing and the budgetary statements re- 
quired. Within regulations and prescribed accounting principles and standards, 
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accrual concepts were simplified to facilitate the development of financial 
information. 

(6) Other procedural improvements made during the year include— 

1. In cooperation with Agricultural Research Service, procedures were 
developed which will provide improved accounting control over property 
and more economical recordkeeping. 

2. Based upon action initiated by the Department, the Comptroller Gen- 
eral has issued governmentwide regulations eliminating the requirement for 
showing name and address of the Treasury disbursing office on various 
standard forms. A considerable saving of time in the preparation of these 
forms will be realized. 

(c) Revised regulations were issued relating to general financial and fiscal 
policies and responsibilities relating to (1) administrative approval of travel 
expenses of employees, (2) financial control over property, (8) uniform collec. 
tion procedures, and (4) clarification of Department policy on cooperative 
arrangements. 

(d@) The Office continued to give emphasis to the development of revised ac- 
counting systems. The more significant accomplishments are (1) revised ac. 
counting systems for seven agencies have been approved by the Comptroller 
General; (2) accounting systems for library, and working capital fund for the 
research center have been submitted to the Comptroller General for approval; 
(3) accounting systems for FHA, Office of the Secretary, and Forest Service 
appropriated and other funds have been completed and are being reviewed; (4) 
accounting system development work for the AMS, ARS, and FCIC are nearing 
completion ; and (5) accounting systems review started in SCS. 


4. General operations 

The Office of Plant and Operations is responsible for the general direction, 
coordination, and guidance of all phases of departmentwide programs in the 
fields of space, real estate, supply and property management, and provides ad- 
ministrative services for the overall Office of the Secretary and departmental 
service operations in the District of Columbia. 

The following represents some of the more significant developments and im- 
provements in the fields of real and personal property and in-service operations; 

Real property management services.—There was a lull in new Department con- 
struction during fiscal year 1959, and consequently there were few pressing 
problems in this area. Work was satisfactorily completed and space occupied 
on such projects as laboratory buildings at Beltsville, Md.; Weslaco, Tex.; 
Winter Haven, Fla.; and Fort Collins, Colo. The completion of the soil and 
water laboratories at Morris, Minn.; Oxford, Miss.; Riverside, Calif. ; Phoenix, 
Ariz.: and Watkinsville, Ga., is expected by the latter part of this summer. 
Work continued on the National Disease Laboratory at Ames, Iowa, with full 
completion of this project not scheduled until fiscal year 1961. 

Construction of buildings by General Services Administration under the 
purehase contract program is progressing satisfactorily and required consider- 
able attention from this office in working out effective utilization. Several 
smaller projects have been completed and the space occupied. Of these, the 
one at Durham, N.H., housing the State offices of the ASC and Soil Conserva- 
tion Service, was of greatest importance as is enabled the Department to com- 
plete the project of upgrading space for these offices. Little progress was made, 
however, bv the General Services Administration in the program for the con 
struction of new Federal buildings under direct appropriation; however, a large 
number of design contracts were entered into, and this Office provided the neces- 
sary information regarding the Department’s requirements in buildings at 36 
locations. 

The Department’s program of improving and upgrading field space con- 
tinued. New leased buildings were constructed and occupied by consolidated 
offices in Berkeley, Calif.; Spokane, Wash., and Lexington, Ky. Leases were 
also executed for the construction of new buildings for the consolidated housing 
of State offices in Gainsville, Fla., and East Lansing, Mich., which are to be 
ocenpied during the next year. 

The program for improving and upgrading space of the Department in Wash- 
ington, D.C., continued and contracts were let by the General Services Adminis 
tration to complete the air conditioning of all office space in the South Agri- 
culture Building and for the extension of the chilled water lines in the adminis 
tration building. A design contract was let to complete the air-conditioning 
design of the South and Administration Buildings. The program for modern: 
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ization of lights, and installing acoustie ceilings continued in the South Agri- 
culture Building in the space on the fifth floor, first and second wings. The 
replacement of floor covering also continued in the second wing, South Build- 
ing, and in certain portions of the Administration Building. 

The program for modernization of Federal buildings in the field through im- 
proved lighting, painting, air-conditioning, etc. also began to produce results, 
more particularly in the South and Middle West. 

The most significant development this year in the field of space manage- 
ment was the development of utilization guides for the Commodity Stabilization 
Service, Farmers Home Administration, and Soil Conservation Service for both 
their State, and county offices. 

Realty disposals continued to receive considerable attention. Eight properties, 
costing $228,940, were reported excess to the Department and 272 properties, 
costing $596,251, were disposed of under delegated authority. The Department’s 
real property holdings as of June 30, 1958, totaled 188,352,064.5 acres of land 
and the cost of land and improvements was approximately $861,038,000. The 
Department also occupied 1,580,002 square feet of space in Washington, D.C., 
and 31,569,501 square feet of space in the field as of June 80, 1959. The increase 
of approximately 11 million square feet in the space occupied in the field over 
1958 results primarily from the reporting for the first time of space in 
Government-owned buildings under the control of the Forest Service. 

Procurement and personal property management services.—Policy guides and 
standards were developed for departmentwide organization of supply and forms 
distribution and codified in the administrative regulations, based on studies 
over the past 2 years of the acquisition, storage, and distribution of supplies, 
equipment, and printed forms by agency field offices. This supply organization 
policy is being translated into a positive action program, and during the year 
1) the responsibility for acquisition, storage, and distribution of office supplies 
Was assigned to one agency at five separate field locations where there is a 
concentration of Agriculture offices in the same building, and (2) a number of 
primary departmental printed forms distribution points were consolidated. This 
program of consolidating supply services is continuing. 

A joint survey with the Agricultural Research Service was made of their 
purchasing and supply organization and operations and recommendations were 
implemented which should provide for significant reductions in paperwork and 
improved purchasing procedures. 

A staff member served as Chairman of the Committee on Sources of Supply 
and Procurement Methods, Interagency Supply Management Conference. A 
number of recommendations of this Committee have been adopted by appro- 
priate authority and will lead to improvement in the efficiency and economy of 
supply operations throughout the Federal Government, while others are under 
consideration as to their adoption. 

A staff member of the office served as chairman of an interdepartmental task 
force committee for improving the format, indexing, and distribution of Federal 
supply schedules and amendments thereto. The report of this committee was 
forwarded to General Services Administration for implementation of the various 
recommendations contained therein. 

All study groups of the GSA task force to develop uniform and simplified 
procurement policies and procedures in the assigned areas in which members of 
this staff participated have, with the exception of one group, rendered final 
reports. Since their inception, staff members served on 10 such groups, and 
during the past year members served on three groups. 

The office coordinated and prepared Department comments and recommenda- 
tions on 22 proposed GSA policy and procedure issuances in such areas as late 
bids, liquidated damages in Government contracts, labor standards provisions 
in construction contracts, contract clauses, and standard construction and supply 
contract forms. 

Transportation and traffic management guidance, and advice was rendered 
Department and agency personnel. The Office participated with GSA’s Trans 
portation and Publie Utilities Service in an analysis of traffic management needs 
of the Forest Service and Rural Electrification Administration and assisted these 
agencies in the implementation of recommendations in this area. 

Contract appeals procedures were established and published in the Federal 
Register and codified in the administrative regulations to facilitate the hearing 
of appeals by contractors from decisions of contracting officers on administra- 
tive-type contracts. 
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This Office continued to coordinate departmentwide activities and to improve 
operating policies and methods in the following areas: (1) Studies of agency 
supply patterns to determine adequacy of management and operating systems, 
(2) inspection of field offices to determine the effectiveness of methods and 
techniques (25 offices were inspected during the year), and (3) implementation 
of procurement policies and procedures through revision of the administrative 
regulations. 

Administrative regulations were issued implementing the new Small Business 
Act and establishing policy and procedure for setting aside construction and 
service contracts for exclusive award to small business concerns. 

The Office awarded 25 contracts for agencies of the Department; reviewed 
and approved 90 research contracts for agency award; and completed 1 hearing 
of an appeal by a contractor under the Board of Contract Appeals procedure. 

Surveys of 15 contractors were made by agencies and reviewed by the staff 
to determine compliance with the nondiscrimination policy of Government con- 
tracts and to assist in evaluating the effectiveness of the program of the 
President’s Committee on Government Contracts. A member of the staff par- 
ticipated with an interdepartmental group which developed the feasibility of 
including the nondiscrimination provision in Government bills of lading. Staff 
members also participated in three seminars sponsored by the President’s Com- 
mittee To Train Compliance Officers in this area. 

In the area of Federal specification and standards, cooperative activities 
with the General Services Administration and other Federal agencies continued. 
In this connection, there were submitted to the agencies for review 385 proposed 
revisions of or interim Federal Specifications and Standards, and 2 new speci- 
fication projects were assigned to the agencies for development. Also, 40 pro- 
posed commercial standards and simplified practice recommendations, submitted 
by the Department of Commerce, were coordinated with appropriate agencies 
of the Department. 

Staff members served on the GSA Task Force which developed the Federal 
Procurement Regulations, a new system for codification and publication of the 
procurement policies and procedures of the various Government agencies, which 
were published in thte Federal Register March 17, 1959. Action was substan- 
tially completed on amending the Department administrative regulations to 
conform with the new Federal procurement regulations. 

The administrative regulations were revised to eliminate the requirement for 
Board of Survey action on unserviceable property and lost, stolen, damaged, or 
destroyed property where no employee negligence is involved by placing this 
responsibility on property management officers. 

The Department’s excess personal property pool achieved Federal utilization 
of 40 percent (or $76,144) of the property received. The remainder was turned 
over to non-Federal agencies qualified to receive donable property. 

This Office completed a motor vehicle utilization analysis and field survey of 
Soil Conservation Service field operations and made certain recommendations 
for improving agency motor vehicle management. This Office participated with 
the GSA on 11 motor pool studies to determine the extent to which Department 
vehicles should be included in proposed motor pools, 

Service operations —The acquisition of an inserting and mailing machine in 
the Department’s printing plant permitted the transition from manual to an 
automation process in the collating and inserting of “Smokey Bear” fire-prevention 
packets and kits material. It is estimated that during a 12-month period ap 
proximately 1,400,000 pieces ranging from gummed stamps to a bookmark in 
the shape of Smokey Bear will be collated into approximately 200,000 kits and 
inserted into envelopes for mailing to the public. This machine has made it 
possible for one employee engaged part time only to process the “Smokey Bear” 
requirements, which formerly required an average of four employees full time 

The public demand for these materials is fairly constant throughout the year. 
However, it increases considerably when the program is concentrated in a par 
ticular area of the country coming into its fire season. It is now possible with 
this machine to satisfy any reasonable volume that might occur, thus eliminating 
the possibility of impairing the program’s effectiveness by delay in mailing the 
material to the public. 

Training program for foreign nationals.—During the fiscal year 1959 the De 
partment’s printing plant was visited by six foreign nationals of Yugoslavia, 
Turkey, and Brazil as participants in the International Cooperation Adminis 
tration training program for foreign nationals. The participants studied layout, 
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choice of paper, purchasing of raw materials, operational techniques of offset 
and other reproduction machines, bindery equipment, and relative advantages 
of various machines, general maintenance and production, and distribution of 
the printed product. 


5. Administrative management 

Through the Office of Administrative Management, staff services are provided 
for general direction, leadership, and coordination of activities to improve or- 
ganization, work methods, and management functions in the Department. 

Statements of accomplishment and progress in major areas of responsibility 
are shown below. 

Management improvement.—The Department’s Management Improvement 
Committee, under the chairmanship of the Administrative Assistant Secretary 
and with staff assistance provided by Office of Administrative Management, 
held 11 meetings during the past fiscal year. The committee, in its advisory 
role, considered such matters as the following: 

(1) A departmental training program, designed to carry out the objectives 
of Publie Law 85-507, Government Employees Training Act. The program is 
aimed to support official activities of the Department by training needed to 
increase the competency of employees on the job, through attendance at edu- 
cational institutions, or special courses under Federal auspices. 

(2) Evaluation of the Department’s training in administrative management 
program, to determine effectiveness of methods and the results obtained from 
TAM institutes and workshops. The committee endorsed plans for regional 
institutes and local workshops to provide middle-management employees in 
the field opportunity for improving their knowledge of administrative tech- 
niques and their management skills. 

(3) Proposed changes in field library services: Prior to departmental action, 
the Management Improvement Committee was advised of problems encount- 
ered in providing adequate library services in the field and the alternatives 
under consideration. Secretary’s Memorandum No. 1431, issued on June 25, 
1959, authorized agency-operated field libraries at designated locations where 
there were concentrations of employees engaged in research activities. 

(4) Training in supervisory responsibilities: Recognizing that first-line super- 
visors in all agencies have a common need for basic skills in exercising similar 
responsibilities, the committee recommended development of guidance mate- 
rial and specific training courses by the Department which could be made avail- 
able for agency use. 

(5) Department policy on house organs and employee bulletins: Through 
deliberation on policy issues, conclusions were reached concerning (@) reten- 
tion of “USDA—Employee News Bulletin” as a departmentwide publication, 
(b) avoidance of agency house organs, (c) approval of special releases to ad- 
vance programs such as incentive awards, safety, etc., and (d) use of Adminis- 
trators’ memorandums or similar issuances for employee communications. 

(6) Forest Service paperwork survey: This was a report on the long-range 
program carried out by the Forest Service to analyze and improve its total 
paperwork operations. Revision of the Forest Service Manual is one phase 
of the program. 

(7) Utilizing group meetings for management improvement in Rural Electri- 
fication Administration: This was a report on a committee technique used in 
REA for producing large numbers of management-improvement suggestions, 
Stimulated and refined through organized group action. 

Organization.—During the past year, the Office analyzed and approved 58 
organiaztional charts, incorporating significant changes in functional assign- 
ments and operating relationships of 10 agencies of the Department. Major 
changes were reported to the Senate Committee on Government Operations. 

Administrative issuances.—Complete regulations and policy guidelines, gov- 
erning activities which are the responsibility of the Office of Administrative 
Management, were compiled from previous publication sources and published as 
title 10 of the USDA Administrative Regulations. In addition, the groundwork 
was laid for a systematic reappraisal of all existing regulations and attendant 
publication techniques, with a view to improving them. During the 
past year the Office also originated 15 office memorandums and 5 Secretary’s memo- 
randums issued to agencies of the Department. 

Committee management.—A survey was made of committees to update in- 
formation with respect to their status and classification, and central committee 
records were reorganized for more effective service. Current information is 
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maintained on (a) public advisory committees, (0) interdepartmental comunit. 
tees, and (c) departmental committees. 

Paperwork management—(a) Forms.—Arrangements were made for the 
General Services Administration to conduct a series of forms improvement work. 
shops in Department agencies, as an effective means of reducing the volume of 
paperwork by improving and eliminating forms. Six orientation workshops 
were attended by 240 of the Department's top officials. Twenty one operational 
workshops were participated in by 378 program and administrative personnel, 
Additional workshops are planned for employees in field locations. 

This Office sponsored seven new Department (AD) forms during the year, 
These forms were created as working tools for improving the preparation of 
camera copy, forwarding mail, inventorying records, clearing mapping projects, 
and reporting improvements resulting from records disposition workshops. Five 
of the forms replaced seven similar agency forms. 

(b) Reports—As a result of departmentwide review of reporting systems 
and requirements, called for in Secretary’s Memorandum No. 1420, agencies 
submitted recommendations to this Office for the discontinuance or modification 
of requirements affecting 50 external reports. These are in process of evalua- 
tion by appropriate staff officers or by central agencies of the Government which 
prescribe the various reports. 

(c) Records—In addition to the technical supervision of agency records 
management activities throughout the Department, achieved by review and 
analysis of agency records activities such as acquisitions, dispositions, and 
holdings, and transfers to depositories, and by close operating contacts, assistance 
was given on special records management projects. In cooperation with the 
Office of Budget and Finance, a guide was developed for use by agency internal 
auditors in checking records maintenance and disposition at field locations. 
Guidance and assistance were rendered to the Forest Service in the development 
of a manual-coordinated filing system. This entailed approximately 24% months 
of field travel to insure proper correlation at all organizational levels and par- 
ticipation in training workshops on the system. A records disposition workshop, 
developed by the General Services Administration, was presented to all records 
officers in the Department who, in turn, will carry the program throughout their 
respective agency and staff offices. Day-to-day guidance and assistance is given 
to agencies in improvement of filing systems and the disposition of records under 
approved disposal schedules. During 1959, the Office revewied 10 records reten- 
tion and disposal schedules providing for appropriate action on 177 categories 
of records material. Summary data on USDA records holdings as of June 30, 
1959, are as follows: 

(Cubic feet of records] 





Washington, Field Total 
D.C. 
On hand July 1, 1958 See Pa sons si 140, 710 | 772, 739 | 913, 449 
Disposals during the fiscal year pe a 16, 782 | 85, 415 | 102, 197 
Transfers to National Archives and Records Service during | | 
the fiscal year_- ;: - Lee Pe eit i 22 : 5, 961 23, 094 29, 055 
rand Jens OO SOOO a geass ea gh 126, 045 776, 867 902, 912 





Progress on special projects.—Specific areas to which staff attention was 
directed include: 

(a) Survey of archival material—The Department library found that his 
torical reference material accumulated over a period of years, documenting 
administrative activities and program activities of USDA agencies, had imposed 
a heavy functional responsibility of questionable value to the Department. In 
response to Secretary’s Memorandum No, 1428, the Office of Administrative 
Management collaborated in resolving problems of policy and procedure. Based 
on the survey conducted in cooperation with agency representatives, the direc: 
tor of the library was relieved of archival responsibilities through the issuance 
of Secretary’s Memorandum No. 1428. 

(b) Field library services studied.—As the Department’s programs have been 
decentralized, particularly in the expansion of research facilities, there have 
been difficulties in providing adequate library services in the field. To explore 
this situation the Office organized a field survey in cooperation with the Library 
and the Office of Budget and Finance. The survey report recommended agency- 
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administered field libraries in order that library services be better integrated 
with agency program needs. Secretary’s Memorandum No. 1431 gave effect to 
the survey recommendations at designated field locations where concentration 
of work and research staff warrants on-site library services. 

(c) Official mailing under new procedure.—Since 1955, the Department has 
paid for its penalty mail usage under a simplified procedure, using unit cost 
rates and the volume of penalty acquisitions to determine total liability. Spe- 
cial postal services, and regular mail over 4 pounds, were paid for by actual 
postage or fees. During the year this Office, in collaboration with the Office 
of Budget and Finance and representatives of agencies, studied a plan already 
in effect in a number of Federal departments and agencies, for obtaining and 
paying for all postal services through the use of a single “postage and fees paid” 
indicia. Details were worked out with the Post Office Department and depart- 
mental procedures were prepared for agency guidance. These provided for 
retention of penalty acquisitions, and the redetermination of unit costs through 
sampling of mail operations, as a basis for future reimbursement of the Post 
Office Department for postal services received. 

(d) Records depository space curtailed.—Space available for interim storage 
of semiactive files of Department agencies was reduced 41 percent as a result 
of the installation of air-conditioning equipment in the South Building. The 
contraction reduces records storage capacity from 8,500 transfer cases to 5,000 
cases. Through consolidation of the files and disposition of a substantial quan 
tity of records, adjustment was made to conform to the space reassignment 
plan. Future effort will be made to accelerate direct transfer of noncurrent 
records to the Federal Records Center. 

(e) Paperwork surveys.—During the year surveys were made in three 
agencies to evaluate agency practices in the handling of forms, reports, cor- 
respondence, mail handling, and records. The agencies involved were the Rural 
Electrification Administration, the Office of the General Counsel, and the Soil 
Conservation Service. The specialized areas are studied with the following 
objectives: (1) to afford background knowledge for staff office personnel in 
the development of policies, procedures and program guides; (2) to aid agency 
officials in the application of improved management techniques and principles ; 
and (3) to assure Department officials that reasonable standards of efficiency 
prevail and that emerging problems are promptly recognized for attention and 
action. 

(f) Administrative regulations.—Editions of the administrative regulations 
of the Department were published in 1924, 1933, and 1948. These editions were 
extensively supplemented through numerous series of staff office issuances. In 
1947, all permanent provisions of these various issuances were codified into 
a single body of administrative regulations. In the intervening 12 years, por- 
tions of the text have been heavily supplemented and revised, but constant re- 
vision is necessary in order that the administrative regulations reflect changes 
in operating structures and methods throughout the Department and the Gov- 
ernment. 

This Office has initiated plans for continuing review of the text of the regula- 
tions, as well as the form and style of publication, in order (1) to bring the 
provisions of all regulations in line with current practices and needs; (2) to 
provide regulatory and directional material to Department users in the most 
efficient form and arrangement; (3) to improve the written style of the regula- 
tions in accordance with modern concepts of brevity, simplicity and clarity; 
and (4) to provide similar guidance to agencies in improving their issuance 
systems. 

(9) ADP cooperation with Budget Bureau.—The Office of Administrative 
Management has a primary responsibility for staff guidance and coordination 
of automatic data-processing activities in the Department. Through its repre- 
sentative on the Interagency ADP Committee, sponsored by the Budget Bureau, 
the Office participates in the Government’s objective of planning and developing 
guidelines for the systematic exploration and adaptation of ADP throughout 
Government. This Office’s representative has participated in the development 
of project and task force objectives dealing with broad phases of ADP applica- 
tions, such as multiuse of ADP systems. Departmental agencies with large 
ADP installations are pioneering aggressively in the field of multiple use and 
equipment utilization, in furtherance of the Department’s, as well as the inter- 
agency, ADP program. 





6. Regulatory hearings and decisions 


This activity includes the work of the Office of Hearing Examiners and the 
functions of the judicial officer and his staff. The Office of Hearing Examiners 
holds hearings, makes reports, recommends decisions, and performs such re 
lated duties as may be required by the Administrative Procedure Act and the 
statutory provisions, regulations, and rules of practice applicable to matters 
under their jurisdiction. A comparison of the number of hearings held by 
the hearing examiners under the various acts is shown in the following table: 


Laws involved 1955 1956 1957 | 1958 1959 


Agricultural Marketing Agreement Act, 1937- - 
Commodity Exchange Act caeeet 
Packers and Stockyard Act_ aah ae 
Perishable Agricultural Commodities Act 

Sugar Act oie 

Market inspection of farm products. 

Federal meat grading......_._._- 
Antihog cholera : 
Agricultural Marketing Act, 1946__. 
Forest Service appeals___- 
Agricultural oe * Act, 1938. 
Tobacco Inspection Act_ 








While the total number of hearings increased only slightly during fiscal 
year 1959, the number of adjudicatory hearings, involving vigorously contested 
and complicated economic, factual, and legal issues, increased 15 percent over 
fiscal year 1958. Antitrust type proceedings against meatpackers under title 
II of the Packers and Stockyards Act, 1921, contributed to the increase. Among 
the proceedings was a disciplinary matter under the Commodity Exchange Act 
involving alleged manipulation of cotton futures on the New York and New 
Orleans Cotton Exchanges. The St. Paul stockyard rate hearing was completed 
during the fiscal year. This proceeding, the first of its kind since before World 
War II, presented important issues regarding ratemaking theory and philosophy, 
e.g., reproduction at present cost versus historical cost or prudent investment. 

Forest Service hearings under the recently adopted departmental regulations 
A-10 involving grazing privileges on the national forests continued to increase. 
During the fiscal year, four hearings were held under a new procedure to de- 
termine whether additional inspection service should be provided at tobacco 
auction markets in Kentucky and Tennessee under the Tobacco Inspection Act 
and the Commodity Credit Corporation Charter Act. 

The Judicial Officer renders final administrative decisions in regulatory pro- 
ceedings of a quasi-judicial nature. Except in reparation proceedings where 
the Department is not a party, exceptions to the hearing examiner’s report may 
be filed by any party prior to the final decision. 

A comparison of the number of decisions and orders issued under the various 
acts is as follows: 


1 
Laws involved 95: 1956 1957 | 1958 
tte 


Agricultural Marketing Agreement Act, 1937 
Commodity Exchange Act 

Grain Standards Act____.__._____- CNavikdebedwhawe 
Packers and Stockyards Act 

Perishable Agricultur: 11 Commodities Act 

Antihog cholera. .._____- bacatpeeodac Z 


t) 


SIN ost 


Total 





More decisions and orders were issued this year than in any preceding year 
for which records are available. The number of cases pending July 1, 1959, 
as compared with July 1, 1958, shows an increase in reparation proceedings 
under the Perishable Agricultural Commodities Act due to a substantial in- 
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crease in the number of complaints filed during the year, as reflected in the 
following table: 


| 1958 1959 

—— aan — npnniblinlninaaint tiie a — ~~ |——---— - 
Agricultura) Marketing Agreement Act-..-...................-----..-------- 19 | 20 
(RROGELS BU ROMGIIED JAGE «noo ence neccenccseccscmscces + oe eee 9 | 3 
ny SD IE oe oS, enc a i cswatedandacds senabaneoure 1 | 1 
Packers and Stockyards Act_. RS ee ote eS Stake 101 90 
Perishable Agricultural Commodities Act.-...........-..--------- Cro esa 137 | 191 

oe cease cee ea ee ee eee Ree te 267 305 





In four proceedings under section 8e(15) (A) of the Agricultural Marketing 
Agreement Act, provisions of the New York-New Jersey milk order were in- 
volved including the validity (1) of the extension of the regulated marketing 
area to cover northern New Jersey and (2) of compensatory payments to the 
producer-settlement fund on milk distributed in the marketing area from non- 
pool milk plants. The decisions in these proceedings necessitated a careful 
review of over 15,000 pages of testimony and 222 exhibits which constituted the 
record upon which the contested order was promulgated. The decisions uphold- 
ing the protested order provisions are now on appeal in U.S. district courts. 
Five other proceedings concerning the interpretation and application of the 
New York-New Jersey order were disposed of by final decisions and orders, 
as well as one proceeding under the west Texas milk order and one involving 
the central Mississippi milk order. 

In a lengthy and important disciplinary case under the Commodity Exchange 
Act, Fox DeLuxe Foods, Inc., of Chicago, Ill., and its officers were found to 
have manipulated egg futures prices and cash refrigerator egg prices in Decem- 
ber 1953 and January 1956. The corporation’s registration as a futures com- 
mission merchant was revoked and the registrations of the officers as floor 
brokers were suspended or revoked and the trading privileges of the respondents 
upon the contract markets under the act were suspended. Sanctions were also 
imposed in six other cases for manipulation of futures prices for grain and 
potatoes, for failure to file required reports, for filing false reports, and for 
misuse of customers’ funds. 

The decisions and orders in disciplinary proceedings under the Packers and 
Stockyards Act covered a wide range of violations of the act. In some proceed- 
ings packers were ordered to cease and desist from such unfair practices as 
false advertising, altering meat grading certificates, and failing to pay for live- 
stock purchased. Most of the cases dealt with market agencies and dealers at 
stockyards posted under the act and concerned unfair trade practices and failure 
to keep correct and complete records. In an interesting and strenuously con- 
tested proceeding, Jn re Aikins et al., an order was entered against the dealers 
at the Kansas City Stockyards to cease and desist from flipping coins among 
themselves, or otherwise establishing a priority system, for determining the 
order or “turn” in which they would look at and bid upon feeder and stocker 
cattle for sale by market agencies at the stockyard. 


WORKING CAPITAL FUND, DEPARTMENT OF AGRICULTURE 


The working capital fund is a “no-year” operating fund established by an 
appropriation of $400,000 in the 1944 Agricultural Appropriation Act to finance 
the operating costs of certain centralized service operations pending receipt of 
reimbursements for such costs from the agencies provided with the services. 
Operations include duplicating, photographic, art and graphics, motion picture, 
tabulating, supply, Library photocopying services, and employee training pro- 
grams conducted by the Office of the Secretary, the Office of Information, and 
the Library. The integrity of the original appropriation is maintained from 
year to year by means of reimbursements for services performed. 

Statements reflecting the assets and liabilities and income and expenses of 
the working capital fund as of June 30, 1959, as well as estimates for 1960 and 
1961, are printed in the budget schedules for the fiscal year 1961. 


Mr. Wnuirren. Mr. Roberts, we have heard some nice state- 
ments made with regard to you in the last day or two and we will not 
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repeat them here. If we keep on saying such nice things somebody 
might think there is some argument about it. 

Mr. Roserrs. Thank you, Mr. Chairman. IT am sure there is some 
argument about them. 

I do want to express appreciation to the members of this commit- 
tee for the statements of confidence and commendation they made 
during the hearing yesterday morning. I feel humble about. this, 
and I want to be sure you understand that I am not as confident that 
I merit them as you folks seem to be in your statements. But I do 
appreciate them. 

I might identify the people who are here with me. On my right 
is Mr. Ernest Betts, the Director of Personnel of the Department; 
Charlie Grant needs no introduction. On his left is Mr. Hugh Berger 
who handles the details of budget and administration in the Office 
of the Secretary. 

After him, Mr. Joseph Loftus, head of the Office of Administrative 
Management; Mr. Francis Mangham, head of the Office of Plant and 
Operations; and Mr. Osmond Hyde, the Chief Hearing Examiner, 

The appropriation for the Office of the Secretary as proposed in 
the 1961 budget is $2,899,500. This is $18,500 above the 1960 appro- 
priation of $2,881,000, 

The increase of $18,500 is solely for the health benefit costs that 
are applicable throughout the budget, not only for the Department 
of Agriculture but the entire Government, as a result of the passage 
of the health bill last vear. There are really no substantive increases 
for the work financed from this appropriation, 


ACTIVITIES UNDER THIS APPROPRIATION 


I am sure it is clear in your minds, but for the record I would like 
to emphasize that this appropriation, though it 1s headed “Office of 
the Secretary.” also covers the costs of the departmental staff offices 
that are not a part of the immediate Office of the Secretary.  There- 
fore, in addition to providing for the immediate Office of the Secre- 
tary, where general policy guidance is given to the Department, where 
recommendations are developed and determinations are made regard- 
ing agriculture programs, where there is direction and coordination 
of the agencies of the Department, and where there is general admin- 
istration of Department activities, this appropriation also provides 
for the expenses of departmental administrative functions. These 
embrace the Office of Budget and Finance which exercises overall 
coordination and supervision of budgetary and financial affairs of the 
Department, including the acquisition, allotment, and apportionment 
of funds; accounting, internal auditing and program investigation, 
financial reporting, and the management of the budget during the 
course of the year. This Office also serves as liaison with this com- 
mittee, with the Bureau of the Budget, the General Accounting Office, 
the Treasury Department, and other agencies, on matters of mutual 
interest ; $681,400 of this appropriation goes for that purpose. 

The appropriation also covers the departmental staff Office of Per- 
sonnel which administers the personnel management activities of the 
Department, including activities on recruitment, job classification, 
salary and wage administration, examination, placement, retirement, 
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separation, safety, personnel and records security, awards programs, 
personal conduct investigations and so on; $707,800 1s allocated for 
that purpose. ooo 

The Office of Plant and Operations has the responsibility for coor- 
dination and supervision of all real estate and personal property of 
the Department and for supply management. 


SPACE PROVIDED BY GSA 


Mr. Wurrren. Mr. Roberts, could I interrupt there? We have 
previously asked what the increase of cost in space had been since 
General Services Administration handled it. I think it might be well 
to ask that that be inserted at the conclusion of Mr. Roberts’ testimony 
or some ot her appropriate place. 

Mr. Roserrs. We will do that. 

(The information requested appears on p. 112.) 

Our Office of Plant and Operations works with the General Services 
Administration on all space and property matters. It has the responsi- 
bility for formulating and promulgating instructions, policies, and 
procedures on property, supply, and procurement management, and 
for departmental service operations in the District of Columbia, in- 
cluding’ our post oflice operations, telephone service, telegraph opera- 
tions, reproduction facilities, supply services, and so on. Of this 
appropriation, $611,600 is available for that purpose. 

We also have a staff Office of Administrative Management which 
has departmentwide supervision, leadership, and coordination in the 
areas of organization, paperwork studies, forms, reports, correspond- 
ence studies, records maintenance and disposition, administrative issu- 
aces, and management Improvement—the conduct of management im- 
provement surveys and projects throughout the Department. It has 
asmall staff for which $96.200 is included in this appropriation. 

Then we have responsibility for regulatory hearings and decisions 
which ineludes the judicial officer, the hearing clerk’s office and the 
hearing examiners. Mr. Hyde is the Chief Examiner. His office holds 
hearings in connection with the Department’s regulatory activities and 
responsibilities. There is included in this budget for those purposes, 
$166,800. 

The remaining $11,500 covers the travel expenses of the National 
Agricultural Advisory Commission. 


FUNCTIONAL ORGANIZATION 


I do not know whether you want to put it in the record, Mr. Chair- 
man, but I will have one of the men pass to the committee members a 
set of charts which we usually provide showing the personnel break- 
down, and the number of positions and salary costs for each of these 
functions. 

Mr. Wuirren. We will be glad to have it in the record at this point. 

(The documents referred to are as follows :) 











UNITED STATES DEPARTMENT OF AGRICULTURE 


Office of the Secretary 
Functional Organization and Budget Estimate Chart 
Fiscal Year 1961 


} | 
| 


The ‘work of the Department of “Agricalture is supervised md directed by the Secretary of Agricalture who is 
assisted by « steff consisting of an Under Secretary, three Assistant Secretaries, a Director of Agricultera] 
Credit Services, an Administrative Assistant Secretary and immediate office aides. 





GENERAL ADMINISTRATION - - IMMEDIATE OFFICE 





‘ileal 


FUNCTIONS: This staff develops overall policy in accordance with applicable laws; develops and recommends 


programs for the welfare of American Agriculture; supervises and coordinates the agricultral agencies and 


programs; participates in international activities involving food and agriculmre; provides general administration 


of the Department; and serves as liaison with the Congress, other Govemmantal agencies and the public. 


WET AVERAGE AMNUAL PORTIONS ........ccccccccccscocnccccccscesesneccssocccensncs ceesscesoeosenecocosesesosccnsesenes 51.4 






APPROPRIATION RFOUES sT BE dD 


% AND FINANCIAL ADMINISTRATION 








FUNCTIONS: Exercises overall eocnliantion ead 
supervision of budgetary and financial affairs of 


the Department, including the acquisition, allot * 


ment amd epportionment of funds, accounting, 
internal auditing and program investigation, finan- 
cial reporting, organization and management of 
badget, fiscal and related activities; formulates 
aad issues Departmental policies and procedures; 
clears legislative reports; and serves as liaison 
with Budget Bureau; Geral Accounting Office 
Treasury Department, Appropriations Committees, 
wd other agencies concemed with the Depart- 
ment’s budget and finance activities. 


NET AVERAGE ANNUAL POSITIONS .......... 77 
APPROPRIATION REQU FSTED ecccceece $681,400 


GENERAL OPERATIONS 
= 
| Reitaleie meal aocelinntion and supervision 
| of real and personal property, md supply manage 
ment; formulates and promulgates departmental 
policies and procedures; performs administrative 
| services for the overall Office of the Secretary; 
| - and departmental service operations in the 
District of Columbia, including the Department's 
| post office, telephone switchboard, telegraph 
office, reproduction and supply services. 
| NET AVERAGE ANNUAL POSITIONS ......... 86 
APPROPRIATION REQUFSTED......... $611,600 





REGULATORY HEARINGS AND DECISIONS 


j ings, make reports, recommend decisions, and 
perform related duties as required by statutes, 
regulations, and rules of practice applicable to 
| the various matters under their jurisdiction. The 

judicial officer renders fine! administrative 
| decisions in regulatory proceedings of a judicial 
or quasi-judicial nature; has responsibility for 
prenaration of the ‘‘Agriculture Decisions’’. 
NET AVERAGE ANNUAL POSITIONS ........ 16.6 





mainteeieensil 


| FUNCTIONS: The hearing examiners hold hear — 





[ PERSONNEL ADMINISTRATION AND SERVICE | 


— 





| 
r 


sccgnieinivaibareirndaeeterireel 
FUNCTIONS: Administers for the Secretary the 


personnel management activities of the Depart- 


meat. These activities include position classi- | 
fication, job evaluation, salary and wage admini- 
stration, recruitment, examination, placement, 
retirement, separation, leave, safety, health, 
employee relations, personne! and records se- 
curity, performance ratings, training, incentive 
awards programs, and investigations; serves as 
liaison on matters of personnel administration | 
with all governmental or private agencies coa- 
cemed with the work of this Department. 


NET AVERAGE ANNUAL POSITIONS ......... 81 
. $707, 800 


ADMINISTRATIVE MANAGEMENT 


~ Exercises Department-wide supervision, leader _ 


ship, and coordination in the areas of organize- 
tion, paperwork activities (forms, reports, cor 
respondence, and records maintenance and 
disposition), administrative issuances, and 
management improvement. Departmental policies 
and procedures are promulgated, improvement 
studies are undertaken, and agency administrative | 
management programs are evaluated to insure 


economical and effective administration. 


NET AVERAGE ANNUAL POSITIONS.......... 10 
APPROPRIATION. REQUFSTED..,,.....$96,.200 _ 


indiana Gublaanieenal 


[NATIONAL AGRICULTURAL “ADVISORY COMMMESIER 


-— a —_ 





FUNCTIONS: Review neticauel agricea lta ral poli- 
cies and the administration of farm programs end 


make recommendations to the Secretary of Agri- 


culmre for the betterment of such policies and 


programs. 


APPROPRIATION REQUESTED ........... $11,500 
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GENERAL ADMINISTRATION 
immediate Office of the Secretary 
FISCAL YEAR 1961 


SECRETARY: Directs the programs and activities of the Department .................cseeceeceeeeeeseeees 


Executive Steff: Serves as Secretary's personal staff; meets representatives from agrical- 
ture, industry, and labor; advises with the Sumeteny om questions and probleme relating to 
agricaltare in its broadest sense. (Adm. 3; Cle. 2) © .......ccccscscececeseccseneceseecenecenscenecececs 


Chevifewr: (Drives car officially assigned to the Secretary) (Cler. 2 - two shifts)............. 


UNDER SECRETARY: Assists the Secretary in the general direction of the programs of the 
Department, acting for him in his absence, and has responsibility for day to day determinations 
OB Operating MALLETS ............ccerecerecerecsesereecerensencencenseerecseneesseenees ne oe eeecceccescecesccccoscccecccscs 


Office Steff: Serves as personal aide to the Under Secretary and provides office manage- 
meat and stenographic services. (Clar. 1) ..ccccccccswscscssssssecsccscccccscssseccsescvccsccscsscscsseseneces 


ASSISTANT SECRETARY - FEDERAL-STATES RELATIONS: Coordinates end gives general 
direction to the various functions and activities of the Department relating to research, extension 
GG Dean 000 00. ceccccccccccccccccccscvececosceveccscoscccevesconccscucusecvosscescocssossavecsevescocsnsesesseecescsoosees 


Office Steff: Provides administrative assistance, office management, and stenogrephic 
Seat, “Gs BE Gis tiicnnchcscecinis dan deviancsmncnukeousiesabanieulddcalskeuaebanbéatsdieenssavneaiecas 


ASSISTANT SECRETARY - MARKETING AND FOREIGN AGRICULTURE: Coordinates and 
gives general direction to functions and activities of the Department relating to marketing, dis- 
tribution, agricaltaral trade and relationships with foreign areas. ...,...........cccceccceeeeceeseeneceeees 


Office Staff: Provides stenographic services. (Cler. 1) «.......cccceccccccececescececenceeeneeseeecees 


ASSISTANT SECRETARY - AGRICULTURAL STABILIZATION: Coordinates and gives general 
direction to functions and activities of the Department relating to stabilization of farm income 
and prices, commodity adjustments and marketing and crop imsarance................6.-seseeseceerereeeess 


Office Steff: Provides administrative and stenographic assistance. (Cler. 1) ........-eseeeeeeeee 


DIRECTOR, AGRICULTURAL CREDIT SERVICES: Coordinates and gives general direction to 
Conds eareices 08 the DERGHORh. wiccensccecsccsscepeccvececcasencsncssenccansecenesouncracasoassscnccsesovesesnsce 


Office Staff: Provides administrative and stenographic services. (Adm. 1; Cler. 2) 


ADMINISTRATIVE ASSISTANT SCCREYARY - ADMINISTRATIVE SERVICES: Coordinates and 
gives general direction to the staff and service activities relating to administration of the 


Depaertaneet 22... .0csccseccrccsscccccrscersvecccsescccescercceecscneeees 
Office Steff: Provides administrative assistance. (Cler.) ..........ccccccccceceseeceseeceeenseeeees 


ASSISTANTS TO THE SECRETARY: Represent the Secretary in conferences with agency chiefs, 
State delegations, State Commissioners of Agricultare, representatives of farm organizations, 


congressional committees, prepere important analyses and reports, etc. (Adm.)..... 
Office Staff: Provides clerical and stenographic assistance. (Cler.) 


ADMINISTRATIVE ASSISTANCE: Provides leadership in the improvement of organization, pro- 
cedures and general management, and he responsible for special confidential assignments on a 


wide variety of complex problems of the Department. (Adm. 5.7; Cler. 2.7) Jandcacenconeasences 


Net 
Average 
Anewo! 
Positions 


8.4 


Annvel 
Cost 


$25,000 


51,847 


19,220 


21,081 


7,078 


20,077 


25,519 


20,077 


6,931 


20,077 


6,474 


17,58) 


26,270 


19,067 


6,933 


46,767 


16,665 


76,665 



















~J] 


QO 


RURAL DEVELOPMENT PROGRAM: Provide leadership in the coordination and administration 


of the program designed to aid low income and part-time farmers. (Adm. 1; Cler. 1) 


CLERICAL AND MESSENGER STAFF: Provides clerical, stenographic typing and messenger 


service; delivers confidential or urgent papers to the Capitol, White House, and Federal agencies 


(Serves entire office) (Cler. 10) 


CONSULTANTS: For temporary services of expert consultants (WAE) on matters relating to agri- 


cultural activities ore 
Net averege anova! positions and salary costs 


Other obligations 


Tota! estimate 








1 > 
Administrative - Grade GS-11 and above; clerical - Grade GS-10 and below 


Net 
Average 


Annuol 
Positions 


10 


51,4 


44,436 


_8, 52 6 


505,000 


119,200 


624,200 
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PERSONNEL ADMINISTRATION AND SERVICE 
OFFICE OF PERSONNEL 
FISCAL YEAR 1961 


OFFICE OF THE DIRECTOR: Administers the over-all planning, direction and coordination of 
the Department’s Personne! Management Program. (Adm. 1; Clerical 1)4.........ccccsceceeeeeseeeeeeees 


Administrative & Issuances Units: Provides internal administrative services for the Office 
on budget, fiscal, personnel, records management, mail, messenger, space, property and pro- 
curement activities; prepares in final form and issues all policy regulatory and administra- 
tive personnel instructions. (Adm. 2; Clerical 3) .........sccccccssseccssecscesenerseresesusecesaseses 
ASSISTANT DIRECTOR FOR PERSONNEL MANAGEMENT: Participates with the Director in 
establishing Department personne! policies and the personnel management program, with general 
direction of the Program and Standards Division, Training and Employee Services Division, 
Personne! Management and Review Division, Personne] Operations Division, end the Employee 
Health Division. (Adm. 1; Clerical 1).............. ‘“ 


‘ 


Programs and Standards Division: Develops policies and programs on examinations, recruit- 
ment, placement, classification and qualification standards, reduction-in-force, wage and 
salary administration, position allocation, performance, leave, retirement, social security, 
anemployment compensation, insurance and personnel! legislation. Develops standards for 
delegation of Personne] Authority including those for selection of individuals to exercise 


ech qutinaity,. (Adami. Gz CRCReE 2) ccccorascovecscccccccevesessucssibeseutescesandsvevsneuceceutssccentexs 


Training and Employee Services Division: Develops policies and programs for employee, 
supervisory and executive development, employee relations, employee 
services, and employee safety. Administers the Departments Incentive Honor and Awards 
Program. Arranges for the investigation of employee suggestions at the Departmental or 
Dhatae Taree: CAs Ss ESO A iccacccncocsscunsGuaccccccibockecckeucovuvtccsuledecabadacieessedavcavecs 


Personnel Management and Review Division: Appraises agency personne! programs and 
operations; evaluates effectiveuess of personnel policies and regulations; analyzes Civil 
Service Commission inspection reports and follows through on suggestions and recom- 
mendations made im them; provides staff assistance to agencies in improving the effective 
management and utilization of manpower; assists in development and maintenance of plans 


to insure continuity of essentail functions of the Department in the event of an attack on the 
United States. (Adm. 5; Clerical 2) ..-.ccccccccccccccccccccccccccccccvesccccscccncccccccsosccscocccoscoeese 


Personnel Operations Division: Reviews, allocates and processes all personnel actions 
and performs related operations for which authority is not delegated to agencies or which 
involves clearances outside the Department; operates and coordinates Departments central 
recruiting and placement program; adjudicates all types of employee appeals except conduct 
and security matters and Section 14 veterans eppeals; administers the Department’s exami- 
nation, certification, and wage board programs; and compiles Department’s employment, 
classification and related reports. (Adm. 6.4; Clerical 5) ........ccscsccssssccsscecsevecsenseeeceess 


Division of Employee Health: Supervises the health service facilities of the Department; 
provides treatment of on-the-job illnesses requiring emergency attention; encourages em- 
ployee health education; advises with employees on health matters and instructs employees 
injured in line of duty regarding compensation rights; repog requirements and procedures; 
conducts health examinations as necessary; confers with supervisors and employees to 
deter f malperformance is due to ill health. (Adm. 1; Clerical 6.6) ..........:sseesseeeeeeeee 


53155—60—pt. 3——-6 





Net 

Average 

Annual Annual 

Positions Cost 
2 $ 21,109 
5 25,866 
2 18,10 
8 67,136 
8 65,546 
7 63,026 
11.4 89,564 
7.6 46,923 
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ASSISTANT DIRECTOR, SECURITY AND INVESTIGATIONS: Participates with the Director in 
establishing Department personne! policies and the personne] management program, with genera! 
direction over the Investigations Division and the Review and Adjudication Division. 

SII AE SANUEE ED iscnnsiteneh tots nek Vehigannblbeomoapiianvobankadaveuchiecenured peceosbdemepevonnaouausaiiok eaveeueaagoaieun 
Service Unit: Has custody of and maintains security, investigative and disciplinary files 
and appropriate indexes; maintains adequate controls to provide maximum protection of in- 
formation; and provides stenographic, clerical and mail and messenger services for the 
Investigations Division and the Review and Adjudication Division. (Adm. 0; Clerical 11)... 


Investigations Division: Investigates alleged violations of laws, regulations, delinquency, 
misconduct, or fiscal irregularities; conducts suitability investigations, and makes determi- 
nations on suitability of employees for retention; directs disciplinary actions as required; 
conducts additional inquiries beyond those made by other investigative agencies for deter- 
mining eligibility of applicants to occupy sensitive positions; reviews disciplinary actions 
taken by agencies of Department under delegated authority; and develops instructions and 
regulations for conducting investigations and the proper handling and processing of dis- 
ciplinary cases arising from suitability determinations. (Adm. 8; Clerical 3) ...............e+-.+ 
Review and Adjudication Division: Reviews and analyzes security and general conduct 
investigative reports; grants security clearances or makes recommendations to the Depar- 
ment’s Security Committee to remove or to deny security clearances to employees as 
warranted; prepares notices of suspensions, and letters of charges; makes favorable deci- 
sions on general conduct investigations and closes the case, or decides that the offenses 
are of such a nature that the case may be handled under delegated authority and forwards 
case to agency involved or makes recommendations for disciplinary action where penalties 
recommended, or to be in excess of that permitted under delegated authority. In all appeals 
under Section 14 of the Veterans Preference Act, supervises the preparation of the Depart- 
ment’s case for presentation to the Civil Service Commission; represents the Department 
at hearings before the CSC; devises, develops, inspects and advises on facilities, pro- 


cedures and controls for safeguarding classified information. (Adm. 4; Clerical] 2) ............ 
Het annual positions and aelary GOatO cssesssscccesessescsccssccconessesesesseshs tenessevencscszecsoccssossacacees 
er ENON <onasuccusencanshaethsncnansiacunesscesnduesavassbnopeubaiseb bus scandesonsbvebnenponhieeeasbabeasapecerss 


EE BRIO givsd cvicnticnvaninncensite 


lAdministrative - GS-11 and above; Clerical GS-10 and below. 


Net 
Average 
Annus! 
Positions 


1 


81.0 


81.0 


Annus 


Cost 


18,97 


45,8% 


87,22) 


49,84 


598,63 | 


109,171 | 


707,80 | 
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$ 1837 


45,8% 


87,22 


49,84 
598,63 
109,170 


707,80 
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BUDGETARY AND FINANCIAL ADMINISTRATION AND SERVICE 


Office of Budget and Finance 
FISCAL YEAR, 1961 


OFFICE OF DIRECTOR OF FINANCE AND BUDGET OFFICER OF THE DEPARTMENT......... 





Deputy Directors: Assist Director in general administration of budgetary, fiscal and internal 


audit activities of Department. Naren asgacocapacanlbapadcarssuiassues saoeussenioneioke vetameke ‘ 


Secretarial Steff to Director and Deputy Directors. (Cler.) ....... 2... .ccccccccncceveeeseceeveneceveees 


PROGRAM ANALYSIS: Maintaia liaison with agencies on budgetary, financial and related man- 
egement aspects of current and proposed programs and reviews agency budget and program recom- 
RED .. WR s OP sicccacnisinncninsasvisssdepinnpuadiduaninbatset eibbuiiied skeintiaeecbaddaasheniiieaiaaosaona 


Secretarial Steff to Program Analysts. (Cler.) .............. 6.5 ccccccccccecececeeeeeeceeceeeees 


ESTIMATES AND ALLOTMENTS: Prepares budget estimates, allots and apportions Depart- 
ment funds; reviews current agency obligations in relation to budgeted funds. (Adm. 6; Cler. 9)... 


LEGISLATIVE REPORTING: Coordinates legislative reporting and compiles and disseminates leg- 


ialeiiun Sabometians: CAR, Di Satis ED ecocentcisissitsksvetantisinsdbieiandibintehnichutstissandedaetbenenbincbiaiahabntien 
ACCOUNTING: (Except Accounting Services): Develops Departmental fiscal policies and 
procedures and provides leadership in the development of accounting systema 


ee Bs Cake. TD cai cannccnndaddiceidunendacteunauastidavéuniasanespeiessinéetistinbsncnesnenltsiaiiviinesneaneuemwns 


Accounting Services: Performs fiscal and accounting services for the Office of the 
Secretary. (Adm. 1; Cler. 5) cua Saehenidebeadeelieanesauae dahil elnntiniilen 


INTERNAL AUDITING: Provides departmental leadership for internal audit and program in- 


vestigation activities. (Adm. 4; Cler. 2)...........ccscesee Sub abamaeeunuenemnanan’ 
BUDGETARY AND FINANCIAL REPORTING: Provides central budgetary and financial report- 
ing; develops reporting standards; and advises agencies respecting reporting methods. (Adm. 4; 
Cler. 3) aaah yeeas we . sodecnpnesnuncdadscenewadeneisddeousesasiesebaveseaiion ; 
ADMINISTRATIVE SERVICE UNIT: Provides mails, files, messenger, supply, clerical and 
typing assistance, and similar administrative services for internal operations of Budget and 
Finance. (Adm. 1; Cler. 4) 

Net average positions and salary cost Asadsocustsardeseuvenepess Se SRinaneveneaicnal 

Examination of estimates in field 


Other obligations 


Total estimate .. 





| Administrative - GS-11 and above; Clerical - GS 10 and below 


Net 
Average 
Annual 


Positions 


le 


Annual 
Cost 


$ 15,68) 


28,064 


15,994 


56,439 


17,686 


109,305 


39,736 


132,085 


35,474 


51,658 


58,650 
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GENERAL OPERATIONS 
Office of Plant and Operations 
FISCAL YEAR 1961 


‘ 
f 
i 


RV 
Net SE 
Average 
Annvol Annwal © 
Positions Cost ; 
OFFICE OF THE DIRECTOR: Directs the activities of the Office f 

(Ades 83) Cher sO oo cccscisesie ae bi cc aU I ek ah a Be 4 $ 44,697 | 

cl j? 

(Cler. 1) . sonal A 5 neane : i Witehdbancitencds sunssaaenn 1 5,263 Total 
PROCUREMENT AND PROPERTY MANAGEMENT: Exercises general responsibility for the Other 
administration of the personal property and supply management functions of the Department, 
including purchasing, warehousing, utilization and disposal of administrative and operating Total 
supplies and equipment. (Adm. 7; Cler. 9) ....... ‘ asea : each Pe 16 115,985 
REAL ESTATE: Exercises general responsibility for housing the operating plant of the Depart- 
ment; directs real property management activities of the Department and acts as liaison with the 
Genera] Services Administration and the Post Office Department on pertinent problems. (Adm. 6; — 
Cler. 2) — cnSanepevevestenesene Seanedessaeenssasa 

8 72,056 Laden 
Tati 
ADMINISTRATIVE SERVICES: 

Office of Chief: Exercises direction and supervision of administrative functions for over- | 

all Office of the Secretary. (Adm. 1; Cler. 2) ; sadekiavetbabanthiineies Ries 3 21.7% | 

Personnel Section: Performs personne! functions for the over-all Office of the Secretary | 

(Adm. 2) . , ° suene ote onseswenae 2 16,412 J 

(Cler. 2)... kin eae seals he Seca nade 2 10,319 

Budget Section: Develops and coordinates budgets and justifications; exercises budgetary 

controls for the over-all Office of the Secretary. (Adm. 1; Cler. 2).. senlanssinertenineas 3 21,089 

Property and Space Management Section: Provides property and space management services 

for the over-all Office of the Secretary. (Cler. 4) .......0+0+s.. saupacehisbssukoneseiaeiin Sainte 4 20,043 

Secretory’'s Records Section: Provides records management services for the Immediate 

Office of the Secretary and the Office of Piant and Operations and handles mail addressed | 

to the Secretary of Agriculture and the Department of Agriculture. (Adm. 1; Cler. 19) ..... 20 88,198 
SERVICE OPERATIONS: 

Office of Chief: Directs ana coordinates tne activities of the Division. (Adm. 1; Cler. 1).. 2 13,050 

(Adm. 2; Cler. 1) . iaaaabes eee ee ‘ aaa Siiupaiy eines shcamebacaaun ban 3 23,865 

Technical Section: Provides advice to the agencies of the Department on matters relating 

to the technical aspects of reproduction and related work. (Cler. 2) ........ccccesseececeseeseees 2 12,946 

Work Planning and Control Section: Processes and schedules work orders and requisitions 

for communication services; audits and certifies telegraph and telephone vouchers; compiles 

Departmental telephone directory; schedules and controls requests for reproduction and 

supply services; maintains related inventory and cost accounting controls; provides purchas- 

ing service for certain agencies of the Department. (Adm. 1; Cler. 17) .........scccssseesennsees 18 89,721 

Telephone Switchboard Section: Provides central departmental telephone switchboard ser- 

oeaes tee es UO ae CGR RIOR MUD oo. occ su samibanechenanendegubieahabavesneiaes 13 $3,039 

Telegroph Section: Provides central departmental telegraph service in the District of 

ee as GD oninscnceonsteccvoncectancevinnssschiccosncssncnncnnenosscosnzequncnnncsouvsscesnemesnehteoes 5 26,558 


Pest Office Section: Receives, distributes ad dispatches al) mail for the Department in 
the District of Columsbia. (Clon. 6) ..ccccccccccsccccccccscvecccsesvccccccsccscccsscsononscsescensnesccouqeese 6 25,517 





Annwal 
Cost 





44,697 
5,263 


115,985 


72,056 


16,412 
10,319 


21,089 


20,043 


38, 198 


3,050 
3, 865 


3,039 


6,558 


5,517 





SERVICE OPERATIONS (Cont 'd) 
Duplicating ond Mailing Section: Furnishes central Departmental duplicating and mailing 
services. (Adm. 3; Cler. 112.6).... Sena decinabtiededéabenckecentahuccidbiambhnedsensaleieaves 


Central Supply Section: Provides central Departmental storeroom and supply services. 
FEN. BGT. conisncites excecsedbeew 


Total net average annual positions and salary cost 
Other obligations 


Total estimate é ahi ictiedace 





\Administrative -GS-11 and above; clerical - GS-10 and below. 


*halics represent employment, on a reimbursable basis, under the Working Capital Fund 


Net 
Average 
Annual 
Positions 


16.4 


86.0 
158.0 


Annua 
Cost 


524,679 


_73,207 


518,360 
740,000 
93,240 


611,600 
740,000 
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REGULATORY HEARINGS AND DECISIONS 
FISCAL YEAR 1961 


Net 
Average 
Annvol Annvel 
Positions Cost 
JUDICIAL OFFICER: Renders final administrative decisions in regulatory proceedings, and is 
responsible for preparing ‘‘Agriculture Decisions"’, a monthly publication containing decisions in 
connection with all quasi-judicial functions and administrative hearings of the Department. 
SOR UN UNDE ET’ ncceheipinndbiank meine pedis eb Neceals piraa ue aaiauaia bbe ke baidbaien Cel naiieaceebeiuead te rnhe chacediten 4 $ 39,571 
HEARING CLERK UNIT: Operates under the Judicial Officer, is responsible for receiving, fil- 
ing and acknowledging the receipt of complaints, petitions, answers, briefs, arguments, and 
other documents filed with the Department of Agriculture in connection with quasi-judicial and 
administrative proceedings under various regulatory laws administered by the Department. 
PRUIPGIND ic-ac Sdaelibhnn a bddctbekad sobapanenevnbsnnbeeh ooeneenenvaesseababedalbabevedudbuusvausiuawideesaukedsaneianebindenee 6 29,084 
HEARING EXAMINERS: Hold hearings, make reports, recommend decisions, and perform related 
duties as required by statutes, regulations, and rules of practice applicable to the various mat- 
Sees Gees Sanne Semipemmnctnemn,. CUI Oils CORI. OD cccicc ccs edscuckavccscocsassteciendavachévasaiebeceudhovieads 44 80,833 
Net average snnunl ponitions and Galaty COGts .000.000008000scccvesncssoncsvceccccncnccscesscconesses sesccesece 16.6 149,488 
RO SND cc0scucchphocsncanchedusntcnacaenrasulibssetabanvnobeds bocbach sansencenddbul suuauvabenebuessensaavamaues 17,312 
PAN IINIED Caivnictankcs seni daabasendbnakunmapbbubnshe babubnkcanebicobecsalinimeniskeidciyubhietancnoaeieucuns 16.6 166,800 
Administrative - GS-11 and above; Clerical - GS-10 and below. 


OFFICE OF HEARINGS EXAMINERS 


Mr. Roserts. With regard to the work of the hearings examiners 
I would like to suggest for the record a table I have here which ind 
cates the number of hearings and the actual cost in 1959 and_the 
estimated cost in 1960 and 1961. It will give you some idea of how 
the work is increasing. This table also shows the costs that are paid 
by agencies of the Department where hearings are held that are not 
under the Administrative Procedures Act, iat where the hearing 
examiners are asked to conduct the hearings. You will remember 
that this committee included language in the bill about 3 years ago 
which permits us to obtain reimbursement from the agencies served 
in that way. , 

Mr. Wuirren. We would like to have that table in the record at this 
point. 

(The document referred to is as follows :) 


oF HEARING EXAMINERS 


OFFICE 
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Mr. Roserts. I would also like to leave with the committee—I do} 
not know whether you want it in the record, Mr, Chairman—— [ 


REIMBURSEMENTS 


Mr. Anprersen. Before you go into that, Mr. Roberts, in what other| 
particular portions of the budget do we have something similar . 
the way of reimbursement ? 

Mr. Roserrs. The reimbursements that come to the Office of Hear 
ing Examiners are for travel expenses in connection with regul: tol 
acts that are administered primarily in the Agricultural Marketing 
Service and the Commodity Exchange Service, Mr. Andersen. Thos 
that are not under the Administrative Procedure Act include soms| 
activities in the Agricultural Marketing Service, and hearings that] 
are held on complaints of permittees under national forest manage 
ment operat ions. 

Mr. ANnversen. Do you have any suggestions as to where we coul(| 
create more such reimbursement. situations, legitimately and to the 
advantage of our appropriation ? 

Mr. Roserrs. Legitimately, I am afraid not, Mr. Andersen, becaus 
of the following: The Administrative Procedure Act was passed 
with the idea of separating the hearing examiners from the programs} 
that were involved in the hearings they were conducting. Likewis} 
it was intended to separate the hearing examiners from the legal 
offices in agencies or the Departments so that it could not be said 
that they were in any way subservient to either the agency whos 
operations were involved, or the legal office that was prosecuting th 
Case. 

The Administrative Procedure Act required that separ: ation, ané 
it was then that we transferred the Hearing Examiners’ Office fron 
the General Counsel and placed it under the direction of the Secre 
tary’s Office. I fear that if we were to charge the cost of these hear. 
ings that fall specifically under the provisions of the Administrative 
Procedure Act to the agencies whose operations were involved, the 
mere fact that they were financing the conduct of the hearings might 
cause persons involved to feel that fact might influence the deter 
minations that were being made. 


' 
i 


CHARGES FOR GOVERN MENT SERVICES 


Mr. Anpersen. I would not argue with you on that point, but what 
I had in mind, are there any other items in this budget, in the whok 
agricultural budget which might be a good spot to require reimburse 
ment from the people to whose advantage these particular funds ar 
being used ? 

Do you want to answer that, Mr. Grant? 

Mr. Grant. If I understand your question, Mr. Andersen, we att 
now collecting reimbursements wherever it appears to be pr: actical 
within the law. 

Mr. Anpersen. That would apply to my first questions to Mr 
Roberts to find out in what other spots we are doing this same thing 

Mr. Grant. Those involved include carriers who transport pas 
sengers and freight-—— 
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Mr. AnperseN. Would you elaborate further in the record at this 
int and then we will goon. 

Mr. Grant. Yes, sir. 

(The information requested is as follows :) 


CHARGES FOR GOVERNMENT SERVICES 


Title V of the Independent Offices Appropriation Act, 1952 (5 U.S.C. 140) 
stated it be the sense of the Congress that to the full extent possible services 
furnished by Government agencies to or for any person, except in transacting 
official business, shall be self-sustaining through imposition of fees and charges. 

This policy is included in the Administrative Regulations of the Department 
of Agriculture (1 AR 980, attached). 

Collection of fees and charges approximates $178,800,000 annually, based on 
data available for the fiscal year 1959. The services for which the Department 
is reimbursed include such activities as the following: 

1. Inspection, grading, and classing of agricultural commodities. 

2. Licensing and reparations activities under the Perishable Agricultural 
Commodities Act. 

3. Overtime services performed in meat and poultry inspection work (other- 
wise financed by direct appropriation). 

4, Overtime services performed in enforcement of foreign plant quarantines 
(otherwise financed by direct appropriations). 

5. Sale of dairy products, livestock, equipment, timber, photographic repro- 
ductions (including aerial photographs), and motion picture footage. 

6. Inspection, sampling, and testing of agricultural commodities, incident 
to loans and purchase agreements. 

7. Permits, leases and licenses for the use of public lands for recreation pur- 
poses, grazing of livestock, and for the utilization of water power resources. 

The Budget Bureau has directed attention to the subject of “user charges,” and 
ina series of memoranda has called upon Federal agencies to give effect to appli- 
cable policies. Budget Bureau Circular A-—25 dated September 23, 1959, called 
for a review and status report on “all Federal activities which convey special 
benefits to recipients above and beyond those accruing to the public at large.” 
General policies outlined in Circular A—25 have been utilized to guide this De- 
partment in its consideration of fees and charges for special services. Fees and 
charges in the Department involve agencies identified below : 

Fees collected, 





Agency : fiscal year 1959 
Asricditurs) BIATKCUNS SOPVICC = sin nicn cncmnensSocesen Seiad $21, 786, 000 
Agricultural Research Service_____—-_— Skcapec Caetano Ie acca aaa 5, 959, 000 
Commodity Exchange Authority__-—_-_- D esate Sees dees 36, 000 
Commodity Stabilination Service... 626. sn ese eek 13, 583, 000 
Federal Crop Insurance Corporation.___._-_._______--___-_-____--~ +17, 707, 000 
Farmers Home Administration_____-.-~- ice area Mal 52, 000 
On Ne a ha tea ime 5 545, 000 
RMU P TURN RUA C PEROT Oi nec pc easiest i panes niacin coe eens foe 53, 000 
RimPOpe hs eo Ct ee ri bi Sddbea LeLgact td keels Gee oie eka ade 36,.000 
RES AC AIO POUT CU a cain ctsca uchiha in nde ek Wades eee 43, 000 

CT a a Ne re 


‘Premium income derived from sale of crop insurance in certain selected counties. 


Excerpt FrRoM ADMINISTRATIVE REGULATIONS OF THE DEPARTMENT OF AGRICUL- 
TURE ON FEES AND CHARGES FOR SERVICES TO SPECIAL BENEFICIARIES 


1 AR 980. Policy—The policy with respect to fees and charges for services 
performed and products or similar things of value furnished to special benefi- 
ciaries is stated in Title V of the Independent Offices Appropriation Act, 1952, 
as follows: 

“TITLE V—FEES AND CHARGES” 


“It is the sense of the Congress that any work, service, publication, report, docu- 
ment, benefit, privilege, authority, use, franchise, license, permit, certificate, 
registration, or similar thing of value or utility performed, furnished, provided, 
eranted, prepared, or issued by any Federal agency (including wholly owned 
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Government Corporations as defined in the Government Corporation Control 
Act of 1945) to or for any person (including groups, associations, organizations, 
partnerships, corporations, or businesses), except those engaged in the transac.| 
tion of official business of the Government, shall be self-sustaining to the full! 
extent possible, and the head of each Federal agency is authorized by regulation | 
(which, in the case of agencies in the executive branch, shall be as uniform as} 
practicable and subject to such policies as the President may prescribe) to | 
prescribe therefor such fee, charge, or price, if any, as he shall determine, in case} 
none exists, or redetermine, in case of an existing one, to be fair and equitable | 
taking into consideration direct and indirect cost to the Government, value to 
the recipient, public policy or interest served, and other pertinent facts, and any 
amount so determined or redetermined shall be collected and paid into the Treas. 
ury as miscellaneous receipts: Provided, That nothing contained in this title 
shall repeal or modify existing statutes prohibiting the collection, fixing the 
amount, or directing the disposition of any fee, charge or price: Provided further, 
That nothing contained in this title shall repeal or modify existing statutes pre 
scribing bases for calculation of any fee, charge or price, but this proviso shall 
not restrict the redetermination or recalculation in accordance with the pre 
scribed bases of the amount of any such fee, charge or price.” 

The head of each Department agency shall be responsible for giving effect 
within his agency to the above-quoted provision. Fee or rate schedules and other 
bases for charges should be reviewed periodically, at least once each year, to 
assure that charges are being kept in line with this policy. In implementing the 
policy, due attention should be given to such guides or directives as may have been 
issued from time to time by the Bureau of the Budget or by the Director of 
Finance of the Department. 


Mr. Roperrs. I am sorry I misunderstood your question, Mr. 
Andersen. 

We are getting substantial reimbursements in certain areas where 
the law permits it, and where we feel it is proper. 


PATENTS 


Mr. AnpERSEN. You will recall that some years back, I even ques: 

tioned the advisability of the patents developed as a result of our 
research going to the big corporations without charge. They benefit 
directly from being able to go into a certain industry as a result of 
the research of the Department of Agriculture. But, of course, 
under our law, those patents are free. 

Mr. Grant. The Department has made a rather intensive study in 
the last year or so on the matter of what charges should be made 
wherever the public uses our facilities and services. Some recon- 
mendations have been made for increases in charges. There are other 
cases where fees are not now being collected which perhaps should be 
put on a reimbursable basis, but it would require legislation to do so. 

Mr. AnperseNn. But on an average, very little charge is made for 
the use of any patents developed through the Department ? 

Mr. Roserts. That is true of patents because under the law we 
an’t give an exclusive patent right at present. 

Mr. ANDERSEN. Would you like to enlarge a little in answer to my 
question? If so, it will be fine, later in the record. 

Mr. Roserts. I would like to have our Office of Administrative 
Management prepare a rather comprehensive report for you—I don’t 
mean a long report, but a comprehensive summary on what we are 
doing. 

Mr. Anpersen. I would appreciate it if that could be put in the 
record at this point. It is following up something we have been 
interested in for years. 
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(The information requested is as follows :) 


PATENT APPLICATIONS 


Patents issued as a result of research by Department scientists are of three 
types : 

1. Patents assigned to the Government as represented by the U.S. Depart- 
ment of Agriculture-—When control of the invention is retained in this 
manner, use of the patent may be obtained under a nonexclusive, royalty- 
free license. 

2. Patents dedicated to the public—Patents of this type may be used 
freely without licensing or other control procedures. 

3. Patents in which the inventor has established commercial rights.—In 
this situation, there is a reservation to the Government of a nonexclusive, 
irrevocable, royalty-free license permitting Government usage of the patent. 

In the past 2 fiscal years, patents based upon research performed by USDA 
scientific personnel may be classified as follows: 


Fiscal year 
Type of patent ‘aise cal itaaitnhgetataeteaitai 


1958 | 1959 
| | 
IR I I ID 8 a ee 57 | 89 
Dedicated to the public So oneal ees ae ae Eee es ee coe eee Coal 9 | 5 
Commercial] rights to inventor_._.__. i a ee a ate aS sc 8 | 5 
Total].....- NAD Ai 6 aia a i Sie oe ek naa 74 | 99 


The Department’s viewpoint is that, in the public interest, any patents ob- 
tained should be used as extensively as posible. Licenses issued within the past 
2 fiscal years reflect the following volume of activity : 


Licenses issued under patents assigned to USDA 


eat WORE "Tees a oe eee oe hc enanmaaeanaowe 45 
CR) -FORR Seee occ aamanesenwee ener oats ss caleba tialsa Shatin a 


Sometimes there is little economic incentive to exploit potentialities of new in- 
ventions, in the absence of an exclusive patent interest. 

Senate bill 690, as passed by the Senate on July 27, 1959, and H.R. 8639. as 
passed by the House of Representatives on September 1, 1959, both contain a pro- 
vision as follows: 

“To grant exclusive licenses with or without payment of royalty for a fixed 
period of not to exceed 5 years for the use of patents under the control of the 
Department of Agriculture.” 

The Department has regarded favorably the proposed provision. In a letter of 
June 25, 1959, to Chairman Cooley of the House Committee on Agriculture, Sec- 
retary Benson commented on the provisions of the bill including the authority to 
grant exclusive licenses on patents under USDA control. 

Testimony of Assistant Secretary Peterson before the Subcommittee on Re- 
search and Extension of the House Committee on Agriculture included the fol- 
lowing reference to patent rights: 

“Many patents are issued each year as the result of the Department’s utiliza- 
tion research. These patents are assigned to the Secretary and are available 
for use free of any licensing charge by a competent organization desirous of oper- 
ating under them. Under these circumstances many industrial organizations are 
reluctant to invest sizable sums in the developmental aspects of a new use or 
process covered by Government patent since they recognize that any other in- 
dustrial organization can promptly take advantage of their experience and manu- 
facture the same product. Were the Department able to grant an exclusive li- 
cense for a limited period to a competent organization that is willing to under- 
take the expense of developmental studies on a Government invention, we be- 
lieve the time when agricultural raw materials will be used for this purpose 
would be materially shortened. The exclusive licensing would provide a lim- 
ited means for partial recapture by industrial organizations of the cost of 
developmental studies.” 
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AVERAGE ANNUAL POSITIONS, GRADES, AND SALARIES 


Mr. Roserts. I have another table here which shows the aver. 
age annual positions and the average grades and salaries in the variou 
staff functions that are provided for by this appropriation. 

Mr. Wuirren. We will be glad to have it included in the record} 
It runs from 1952 to 1961, a period of 10 years. 

(The document referred to is as follows :) 









31 (direct appropriation) 


D6 


3 ; “2 a 
Average annual positions, grades, and salaries, fiscal year 1952 


Canlresoe and eo7T7nenseee 
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Mr. Roperts. I think the most significant part of this table is thai 
for all the activities paid for from this appropriation, we had 364 
average annual positions in 1952. In 1960, the current year, we have 
322. Thesame figure is projected into 1961. 

The average grade in 1952 was GS-8.6. In 1960, it is 8.7. Thus 
the average grade is about the same. 

The average salary was $6,000 in 1952. The average salary in 
1960 is $7,306. We must keep in mind in connection with the average 
salary that during this period there were three salary increases for 
Government employees. 

So that our situation on salary comparisons is no different thar 
it is elsewhere in Government. Moreover, the fact that the average 
grade has increased by only one-tenth of one grade indicates that the 
increase in the average salary has resulted from general salary in- 
creases and not from upgrading. 


MANAGEMENT IMPROVEMENT PROGRAM 


Mr. Chairman, there is one other phase I would like to mention, if 
I may: We have been concentrating a good deal in the last coupk 
of years on what we call a management improvement program i 
the Department. 

Its general departmental leadership is provided through a Manage- 
ment Improvement Committee, of which I am chairman: the detailed 
work is handled through Mr. Loftus’ Office of Administrative 
Management. 

If you would care to have them, I would be glad to leave with each 
member of the committee, to peruse at his pleasure, a folder we have 
prepared which selects out, on a cross section basis, some of the proj: 
ects we have had underway in the Department during the past year, 
and where the Department and its agencies have taken steps to effect 
improvements to increase the efficiency of the work that we are doing 

On page 7 there are some rather indicative figures, too, it seems to 
me, on records holdings and what we did about them in 1959. This 
work was under the general direction of Mr. Loftus’ office. 

In 1959 the transfer of records material to the Federal Records 
Center from the Department of Agriculture increased by 62.5 percent 
over the preceding year. 

Records’ disposition was up 11.9 percent, while accumulation of 
new records was down 11.5 percent, indicating that we are making 
some real progress in records management. It is indicative also that 
the records holdings in the Department have declined 1.2 percent, 
the equivalent of 1,756 fewer standard size, four-drawer filing 
cabinets than otherwise would have been required if we hadn’t done 
this job. 

There is one other matter I want to mention to this committee, 
because it does have general interest, I am sure. to you. It also has 
budgetary and fiscal implications that I think you should know 
about. 

CENTENNIAL OF DEPARTMENT OF AGRICULTURE 


May 15, 1962, marks the centennial of the establishment of the 
Department of Agriculture. 
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July 2, 1962, will be the centennial of the Morrill Act, which estab- 
lished a national system of land-grant colleges and State 
universities. 

In the Department we are now developing plans. to recognize the 
100th anniversary of these two important events. In doing so, we 
are working closely with the Land-Grant College Association, which 
has set up a committee to plan its own program as well as to develop’ 
a program jointly with the Department. 

The membership of the Department Centennial Committee is made 
up of the heads of some of our prine ipal agencies in the Department 
and is chaired by Mr. Peterson—Ervin L. ‘Peterson. Assistant Secre- 
tary. The other members are Ralph S. Roberts, Administrative As- 
sistant Secretary (Vice Chairman); Clarence M. Ferguson, Admin- 
istrator, Federal Extension Service: Byron T. Shaw, Administrator, 
Agricultural Research Service: Oris V. Wells, Administrator, Agri- 
cultural Marketing Service: Walter C. Berger, Administrator, 
Commodity Stabilization Service; Richard E. McArdle, Chief, 
Forest Service: Donald A. Williams, Administrator, Soil Conserva- 
tion Service: R. Lyle Webster, Director, Office of Information; 
Lewis B. Rock, Jr., Assistant to the Secretary; and Charles L. Grant, 
Director, Office of Budget and Finance. 

You are aware of the bill passed by the House during the last 

session, H.R. 4012. This bill is now pending on the Consent Calendar 
inthe Senate. It provides for the establishment of a Centennial Com- 
mission to be appointed by the President and to have on it representa- 
tives from both the House and the Senate. Expenses of the Commis- 
sion are authorized at a figure not to exceed $200,000. This bill 
specifically provides that any funds appropriated under this authori- 
zation will be solely for the expenses of the Commission, and that the 
departments and agencies of the Government that participate in the 
centennial will pay for their participation from their regular program 
funds. 

Of course, there are other departments and agencies of the Govern- 
ment that. will participate: The Defense Department, because of the 
ROTC programs: Health, Education, and Welfare, because of the 
educational programs, and so on. 

Within the Department of Agriculture we have set up this planning 
committee and are already doing some advance planning work. This 
has required some additional expense. We have two people who are 
working full time on this advance planning work, and since it does 
involve the activities of all of the agencies of the Department, we 
felt it appropriate to arrange for these additional costs to be prorated 
and assessed back against the agencies of the Departments that are 
participating. 

For this current year, we are doing this to the extent of about 
$18,000, with most of the agencies participating in this financial con- 
tribution. 

When H.R. 4012 is enacted, there will be a considerable increase in 
the activity for the centennial, and we will have to increase genera] 
guidance and direction. When that time comes, it is our proposal 
that we continue to finance it in the same way we are doing it in the 
current year rather than ask for increases in appropri: tions specifi- 

cally for this purpose. 
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We would propose to prorate the cost back against the agencies that 
are primarily involved, such as the Forest Service, the Farmers Home 
Administration, the Agricultural Research Service, the Extension 
Service, and so forth. 

We are now doing some planning on a centennial film descriptive 
of the development of agriculture in this country, and which could be 
made available to the public through the film libraries and so on. We 
are also giving some consideration to the writing of very good agri: 
cultural history ‘ 


Mr. Wurrren. Mr. Roberts, one thing I think perhaps I should 


mention in the record. I mention this to you only because you are 
representing the Secretary, and I do not refer to you in an individual 
capacity. 

I made mention about some —— being given to the organiza- 
tional structure of the Department. I said at ‘the time that that meant 
no reflection on the abilities and capacities of the various Assistant 
Secretaries whom we know and respect, and who are very able people, 

However, one of the dangers in such a reorganization is that the 
Secretary, whoever he may be, might turn over the various activities 
of the Department to an assistant and go fishing or go speaking. 

Under the procedures of presenting the testimony for the last 
year or two since these changes were made, we listen to an Assistant 
Secretary present the work of an agency, with the agency head sitting 
there silent. We, through the years, have come to know the agency 
heads and feel that in many cases they know more about it than the 
particular assistant in this field. 

I mention this only for consideration, and would appreciate any 
comments by members of my committee. I do believe it is worth 
thinking about in presenting next year’s budget to this subeommittee, 
whether we as individuals are here or not. The Department might 
give thought to letting each of the Assistant Secretaries present to 
the committee statements of the various activities under his jurisdic- 
tion, with a brief résumé of what is involved in each one of them, 
then letting the agency head, who we know is thoroughly familiar with 
the actual operations, present the case. I believe it would make for a 
better record and a better relationship here. 

T am not trying to exclude these Assistant Secretaries. I think it 
is well for them to be here, and I think they are the ones that we 
should look to in questions of general policy, because they are here as 
representatives of the Secretary. 

Mr. Roberts, I am not even asking you to comment on that at this 
time. But, taking advantage of your being here as a representative 
of the Secretary, I put this in the record for consideration. 

Mr. Roserts. Thank you, Mr. Chairman. I am sure that we can 
plan the presentation accordingly for next year, no matter what the 
makeup of the top officials of ‘the Department may be a year from 
now. I am sure that Mr. Grant and I can advise them accordingly 
and so arrange our hearings that they will be conducted in the most 
meaningful way for this committee that you desire. 

Mr. Anpersen. Speaking for this side of the subcommittee I would 
like to see exactly that done. 
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REGULATIONS RELATING TO CONFLICTS OF INTEREST 


Mr. Wutrren. Mr. Roberts, I have had two or three employees of 
the Department mention to me this questionnaire that has gone out by 
the Department to each employee, wherein the employee is required 
to list everything in the world that he owns. They seem to feel that 
it goes too far. With regard to the ones who have mentioned it to 
me, | doubt that their position or their wealth is such for them to 
be concerned about conflicts of interest. 

The press, in turn, has carried stories about how far the Department 
had gone in this requirement. I wonder if we could have for the 
record a copy of this questionnaire mailed to the various employees 
so that We might show just what they do have to show. 

I ask this question just so the facts may be developed. 

I have tried to indicate, in some of the investigations and hearings 
that we have had and in some of the committee reports, that we know 
of little danger insofar as regular activities of the Department are 
concerned. but in certain activities of the Department, such as the 
crop estimates work—and again I have highest confidence in every- 
body in that activity—but I do recognize it is a place where conflicts 
of interest could arise under some circumstances. 

As we pointed out in our report a few years ago, the Commodity 
Credit Corporation, a $1414, billion corporation, has few guidelines 
and, so far as I know, few performance bond requirements. I would 
like to have at this point in the record the statement about the 
Commodity Credit Corporation, 

(The statement referred to follows :) 


OPERATIONS OF COMMODITY CREDIT CORPORATION 


The Commodity Credit Corporation is a $14 billion U.S. Government-owned 
Corporation, handling billions of dollars’ worth of U.S. investments. Perhaps no 
group anywhere, not even the commissioners of our regulatory agencies, is 
subject to as much pressure as are the officers and other people in the Depart- 
ment who run this vast operation. Their decisions involve billions of dollars; 
and each decision can easily provide hundreds of millions of dollars of profits 
to private interests, and even determine to which private interests such prcfics 
would go, with detriment, many times, to other private-interest competitors. 
Many millions of dollars in losses to the Government can follow decisions which 
are charged up to the farm programs, 

Certainly, the officers of this huge Corporation should be ever aware that as 
such officers they have a responsibility to protect the people’s investment of bil- 
lions of dollars in the assets of the Corporation. 

Our hearings indicate that in recent years such responsibility, in numerous in- 
stances, seems to have been overlooked to a considerable degree. Major ad- 
ministrative decisions appear to have been made prior to and sometimes with- 
out a thorough and objective opinion from the General Counsel. Copies of sev- 
tral legal opinions submitted to the committee show little objectivity as to the 
law, but appear to have been written to support or underwrite desires or even 
prior decisions. In at least one instance such an opinion amounts to little more 
than an expression of opinion that the Corporation could get by with such 
action as is contemplated. 

These recommendations are made because of the magnitude and importance of 
this Corporation and are believed sound. They are not to be taken as a re- 
flection on any individual but rather on the system. 


53155—60—pt. 3 7 
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NEED FOR FORMAL HEARINGS 


After hearings on the operations of this Corporation, the committee is con-| 
vinced that the Department should provide for formal hearings, with notice 
given in advance, on any major action or change of policy being considered by | 
the officers of the Corporation. Such hearings should be printed and released 
to the public, together with copies of any orders issued und reasons therefor. 

For the protection of the officers and other top-level employees, such officers 


and employees should be required to report any contact or efforts by any firm 
or individual to influence them, and such report should be made a matter of 
public record. 

Mr. Wuirren. There is a real need to see that there is no conflict 
of interest, but my purpose here is to develop just what has occurred, 
If you are at liberty to say what was the occasion for sending this 
out and what the reaction is, we would appreciate it. 

Mr. Roserrs. I will be glad to, Mr. Chairman. 

There have been a number of developments that I want. to discuss 
with this committee. I welcome this opportunity to explain this one, 
particularly. 

The Department of Agriculture for years has had in its regulations 
prohibitions against certain outside employment, prohibitions against 
certain associations, affiliations with private concerns conduc ting a 
business that may involve a conflict of interest, and soon. We have 
incorporated those not only in our administrative regulations but in an 
employee handbook which is issued to every new employee as he enters 
the service. He is told that he is expected to acquaint himself with the 
regulations and to adhere to them. 

I have here a copy of the old regulation. ‘This one happens to be 
dated 1947, but the prohibition goes back beyond that. This happens 
to be a 1947 revision. 

About a year and a half ago we began looking carefully again at 
whether we were taking appropriate steps to assure that the employees 
of the Department of Agriculture were adhering to these regulations. 
We discussed this problem on one occasion with the Fountain sub- 
committee of the House Committee on Government Operations. 

As part of a general effort to strengthen our situation in the Depart 
ment, we revised these regulations by strengthening and making mor 
specific the responsibility of the personnel man: iwement, investigations, 
and audit groups in the Department for followup and reporting of 
any incidents that may arise in the conduct of their work. 

I have sets of these revisions here—I think =e are enough for 
all of you, if you wish. It is pretty voluminous; I don’t know whether 
you want it in the record or not, Mr. Chairman. 

Mr. Wuitten. We might file it with the committee, and we will 
make that determination later. 

Mr. Roperts. Here is the old one, if you wish to have that in the 
committee files. 

Mr. Wuirren. I think in view of the hearings our committee has 
had about the Commodity Credit Corporation, as to the rights to make 
determinations as to which warehouses will be filled and which ones 
will be vacated, and in view of the determinations as to what the 
export subsidies will be and the movements into reconcentration 
points, and various other actions, it might be well to include thes 
in the record. 
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(The document referred to is as follows:) 


EXCERPTS FROM ADMINISTRATIVE REGULATIONS OF THE 
DEPARTMENT OF AGRICULTURE 


CHAPTER 12—INTERNAL AUDIT AND PROGRAM INVESTIGATION 


SECTION 3—INVESTIGATION OF PROGRAM IRREGULARITIES 


1240. Purpose. The purpose of this section is to set forth the policy of the 
Department on investigation of complaints or allegations relating to the opera- 
tions of agricultural programs and to estblish responsibilities and procedures 
with respect to this activity. 

1241. RESPONSIBILITIES. a. Director of Finance. The Director of Finance is 
responsible for (1) the formulation of policies governing program investigation 
activities of the Department, (2) the general direction and coordination of pro- 
gram investigation activities, (8) technical advice and assistance to agencies on 
investigation standards, principles, scope, reporting, and other related matters, 
(4) review and evaluation of agency program investigation activities, and (5) 
liaison between the agencies of the Department and outside agencies, 

b. Agencies. The head of each agency is responsible for the enforcement of 
Department regulations and agency instructions. He shall issue necessary in- 
structions to provide that known or suspected violations of program laws and 
regulations are referred for investigation. 

1242. INVESTIGATIONS. Investigations, within the Department, other than 
those of a security nature, can be generally classified into two broad categories: 
(a) those involving or immediately relating to program activities, and (b) those 
involving personal conduct of employees. 

1243. PROGRAM INVESTIGATIONS. a. General. Program investigations include 
known or alleged irregularities and violations of laws and regulations relating 
to the operations of agricultural programs involving contractors, warehousemen, 
producers, dealers, cooperatives, and others. These types of investigations will 
be made by those agencies which have independent internal audit or investigation 
staffs. Examples of the types of investigations within this category are as 
follows: 

(1) Submission of false claims or false and fraudulent statements by 
producers, vendors, contractors, and others. 

(2) Conspiracy to defraud, except cases which involve alleged or suspected 
bribery of a Federal employee. 

(3) Theft or conversion of commodities or other property. 

(4) Breach of contract. 

(5) Negligence of warehousemen, contractors, carriers, and others. 

(6) Falsifying, forging, or altering official documents pertaining to pro- 
gram operations. However, any suspected forgery of U.S. Treasury checks 
should be reported immediately to the nearest office of the Secret Service 
Division, Department of the Treasury, for investigation. 

(7) Any failure on the part of employees to administer properly program 
responsibilities. 

(8) Personal misconduct where incidental to program operations and 
disclosed during audit or investigation. Such cases will include the 
following: 

(a) Falsifying travel vouchers and time and attendance reports. 

(b) Excessive use of intoxicants. 

(c) Personal use of Government-owned vehicle. 

(d) Falsifying, forging, or altering official records except personnel 
applications and other employment documents. 

(e) Insubordination. 

b. Handling of Irregularities. Agency internal audit or investigation staffs 
shall conduct those investigations described in the first category and other 
similar allegations relating to program operations. If the agency does not have 
an internal audit or investigation staff, the allegations or complaints shall be 
referred to the Director of Personnel for investigation. A copy of the referral 
Shall be sent to the Director of Finance. 

If during the course of an audit or program investigation allegations are 
made or evidence is obtained indicating possible violation by a Department of- 
ficer or employee of a criminal statute such as fraud against the Government 
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(except as indicated in item (8) above), bribery, conflict of interest, misappro- 
priation, robbery or theft of Federal funds or property, ar misfeasance or mal- 
feasance in office; or prohibited political activity, or immoral conduct (includ- 
ing all sex offenses and sex deviation), no investigation shall be made by the 
agency of such allegations or evidence unless specifically authorized by the Di- 
rector of Personnel. Pursuant to the requirements of 8 AR 2082, agencies 
should immediately inform the Director of Personnel of the facts and circum- 
stances of the case, including advice as to whether the employee involved has 
veteran’s preference. The Director of Personnel will notify the agency as to 
further investigative action on the specific allegation and will inform the Di- 
rector of Finance of the decision in cases involving fiscal or program operatons, 

ec. Cases Involving Two or More Agencies of the Department. All cases in 
which allegations or complaints involve program operations of two or more 
agencies of the Department shall be reported to the Director of Finance for de. 
cision as to who will conduct the investigation. 

d. Doubtful Cases. Cases may arise in which it is difficult, if not impossible, 
to determine whether it is primarily a program type case or a personal conduct 
case since some elements of both may be present. All such cases shall be handled 
in accordance with the provisions of 8 AR 2083. 

1244. INVESTIGATIONS OF PERSONAL CONDUCT. a. General. The responsibilities 
of the Director of Personnel for investigations of known or alleged delinquency 
or personal misconduct on the part of employees of the Department are set forth 
in 8 AR 2075. 

b. Personnel Cases Having Fiscal or Program Implications. If during the con- 
duct of an investigation the Office of Personnel discovers data indicating that ir- 
regularities exist having significant fiscal or program implications, the matter 
will be discussed with the Director of Finance and the agency involved and a 
decision made regarding the course to be followed in completing the 
investigation. 

CHAPTER 56—INVESTIGATIONS 


SECTION 1——-SCOPE 


2075. AutTHortry. The Cffice of Personnel has the function of conducting per- 
sonnel investigations for all agencies of the D portment, and is author’zed to 
make such investigation relating to the Department's business and its employees. 
This i> cludes investigation of misconduct, falsification of official records, in- 
cluding t'me and attendance reports and purchase and travel vouchers, acts of 
impropriety, and other alleged wrongdoings on the part of employees. All em- 
ployees will cooperate fully with the investigators by giving complete and accu- 
rate information, making available pertinent books, records, and other 
cocuments, and refraining from any attempt to conceal information or inter- 
fere with investigations in any way. 


SECTION 2 INVESTIGATION RESPONSIBILITIES AND PROCEDURES 





2080. ReEsSPoNstBILIry. a. General. Agencies of the Department have the pri- 
mary responsibility for the enforcement of Department regulations and agency 
instructions. * ’ 

b. Corrective Measures. Heads of agencies are responsible, in the event that 
instances of delinquency, misconduct, or fiscal irregularities on the part of em- 
plovees occur, for seeing that corrective measures are taken promptly with re 
spect to any supervisory, organizational, accounting, or other administrative 
factors that may have contributed to the occurrence. 

2081. INVESTIGATIONS OF PERSONAL CONDUCT. Each agency head shall issue such 
instructions as will insure that cases of alleged personal misconduct or delin- 
quency of employees are properly reported. Cases that involve only minor in 
fractions of regulations and can be disposed of without formal investigation 
shall be handled by the agency under delegated authority. Complaints regarding 
conduct of employees received from sources outside the agency shall be referred 
to the Director of Personnel. Agencies will be advised as to whether investiga- 
tion by the Office of Personnel is deemed warranted. All other cases of alleged 
personal mis“onduct shall be referred to the Depsrtment’s Director of Personnel 
for appropriate investigative attention, including the following: (Cases referred 
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to in items c, d, e, and j may be pursued by the agency when uncovered in the 
course of an internal audit or investigation. ) 

a. Prohibited political activity. (The Office of Personnel will refer such 
cases to the Civil Service Commission for decision as to whether it will 
undertake the investigation or participate in a jo‘nt investigation. ) 

b. Immoral conduct (including sex offenses and sex deviation Gases). 

c, Excessive use of intoxicants, or absence from duty because of such use, 
where the case may lead to a recommendation for disciplinary action more 
drastic than can be taken under delegated authority, i.e., those beyond 
the second offense. 

d. Personal use of Government-owned vehicles. 

e. Falsifying, forging or altering official records other than those relating 
to program operations. (Falsification of applications and other employment 
documents shall be trented under the provisions of Chapter 13 of this Title, 
relating to suitability for employment.) 

f. Conflict of interest. 

g. Speculation in commodities. 

h. Acceptance of gratuities. 

i. Acceptance of gifts from subordinates. 

j. Insubordination. 

k. Theft, conversion or misappropriation of Government funds or property. 

1. V.olation of any Federal statute or Departmental regulation not in- 
cluded in the above and not pertaining to program activities. 

2082. PROGRAM INVESTIGATIONS In those agencies which have independent 
program investigation or internal audit staffs, each agency head shall issue, 
such instructions as will insure that cases of alleged program irregularities shall 
be reported to and investigated by such staffs. These will include investigations 
of known or alleged irregularities and violations of laws or regulations per- 
taining to participation in official programs on the part of contractors, vendors, 
producers, borrowers, and others. 

If during the course of any audit, inspection, or other program investigation, 
allegations are made or evidence is obtained indicating possib'e violation by 
a Deprrtment officer or employee of a criminal stytute such as fraud against the 
Government, bribery, conflict of interest, misappropriation, robbery or theft of 
Federal funds ar property, or misfeasance or malfeasance in office; or prohibited 
political activity, or immoral conduct (including sex offenses and sex devia- 
tion), no investigation shall be made of such allegations or evidence unless 
specifically authorized by the Department's Director of Personnel. In all such 
cases, the Director of Personnel shall be informed immediately of the facts and 
circumstances of the case and will notify the agency as to whether another Goy- 
ernment agency, the Office of Personnel, or the agency will conduct the investi- 
gation of the specific allegation. Advice to the Director of Personnel should 
indicate whether the employee has veteran’s preference. The Director of Finance 
shall be informed of the decision in cases involving fiscal or program operations. 

2083. CASES INVOLVING PERSONAL CONDUCT AND PROGRAM IRREGULARITIES. a. 
General. It is anticipated also that cases will arise in which it is difficult, if not 
imposs. ble, to determine whether it is primarily a “program” or “personnel” case 
since some elements of beth may be present. In such cases, the Office of Ver- 
sonnel shall be consulted and a decision reached jointly as to who will make the 
investigation. The Department's Office of Budget and Finance shall be informed 
of the decision. If time is of the essence, notification to the Director of Per- 
sonnel shall be by telephone or telegram. 

b. Personal Conduct Case with Program Implications. If upon initiating a 
personal misconduct investigation the Office of Personnel discovers data indicat- 
ing that extensive irregularities exist having significant fiscal or program impli- 
cations, the matter shall be discussed with the Office of Budget and Finance 
and the agency involved, and a decision made regarding the course to be followed 
in completing the investigation. 

2084. INVESTIGATIONS IN AGENCIES HAVING NO INTERNAL AUDIT STAFF OR INVES- 
TIGATIVE STAFF. In all agencies which have no internal audit staff or investiga- 
tion staff, each agency head shall issue such instructions as will insure that 
allegations or complaints of fiscal or program irregularities, or employee mis- 
conduct are referred to the Director of Personnel for investigation, with copy 
of the referral to the Director of Finance, if fiscal or program irregularities are 
involved. 
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2085. INVESTIGATION OF Brinery CASES. No investigation shall be made of 
cases of alleged or suspected bribery of employees whether disclosed during pro- 
gram audits or otherwise. Such cases shall be submitted to the Director of 
Personnel for referral to the Federal Bureau of Investigation. Agency field 
officials may report the facts to the nearest FBI office or agent with the request 
for an investigation. Agencies shall then report the case to the Director of 
Personnel with advice as to action taken. 

2086. INVESTIGATION oF U.S. TrEAsuRY CHECK Forcery. No investigation shall 
be made by any agency of the Department of cases of alleged or suspected 
forgery of U.S. Treasury checks whether disclosed during program audits or 
otherwise. If, in the course of any investigation, forgery of such checks is dis 
covered or suspected, the facts shall be reported immediately to the nearest 
office or agent of the Secret Service Division, Department of the Treasury. 
Agencies shall then report the case to the Director of Personnel with advice ag 
to action taken. 

2087. INVESTIGATIVE FILES AND Recorps. Requests for investigation by the 
Office of Personnel shall be accompanied by all correspondence and documents 
pertaining thereto. 


SECTION 3——-PROCEDURE UPON COMPLETION OF INVESTIGATION 


2088. INVESTIGATIONS CONDUCTED BY AGENCIES. a. General. In every case in 
which misconduct or an irregularity is disclosed, whether the person is under 
Federal appointment or employed by an organization under the jurisdiction of 
an agency of the Department, a full report shall be forwarded promptly to the 
Director of Personnel. This procedure shall be observed regardless of the man- 
ner in which the misconduct is disclosed, i.e., whether through investigation, 
examination, audit or inspection reports, or through other means of Communi- 
cation. The misconduct or irregularity referred to herein shall be deemed to 
include only cases of willful misconduct or wrongful intent, and not those com- 
prising failure to follow prescribed procedures, instructions, ete., unless for 
personal gain. 

b. Disciplinary Actions. In every case in Which it is established that delin- 
quency, misconduct, or fiscal irregularity on the part of an employee has oc- 
curred, appropriate disciplinary action shall be taken immediately by the agency 
if the case is one that can properly be disposed of under delegated authority; 
if not, a copy of the investigative report shall be forwarded promptly to the 
Director of Personnel with a recommendation for whatever disciplinary action 
is believed to be warranted by the facts. 

ce. Fiscal Irregularities. In all cases involving fiscal irregularities relating to 
program operations, a copy of the investigative report shall be submitted 
promptly to the Director of Personnel with a recommendation as to disciplinary 
action. In such cases, the agency, within 30 days following completion of the 
investigation, shall also (1) submit to the General Counsel four copies of the 
report, with a recommendation as to whether criminal action should be taken, 
and (2) submit to the Director of Finance one copy of the report, accompanied 
by a statement in triplicate addressed to the General Counsel, containing specific 
information as to the fiscal liability to the United States of each individual or 
concern involved in the report. The statement shall show what action the 
agency has taken or intends to take to effect recoveries and prevent the oe 
curance of irregularities in the future. Space shall be left on the last page 
of the statement for the approval of the Director of Finance. 

d. Violations of Federal Statutes Other Than Those Pertaining to Fiscal 
Irregularities. If the report indicates that a Federal statute may have’ been 
violated but fiscal irregularities are not involved, three copies of the report (in 
addition to the copy sent to the Director of Personnel) shall be forwarded di- 
rectly to the General Counsel, together with the recommendation of the agency 
as to criminal prosecution. Copies of such reports need not be sent to the 
Director of Finance. 

2089. INVESTIGATIONS CONDUCTED BY THE OFFICE OF PERSONNEL. a. Discipli- 
nary Action. The Office of Personnel shall forward a copy of the investigative re 
port to the head of the agency concerned for consideration. Appropriate 
disciplinary action shall be taken promptly by the agency if the case is one that 
can be disposed of under delegated authority; if not, the agency shall, within 30 
days of its receipt of the report, submit to the Director of Personnel a reecommen- 
dation for whatever disciplinary action is believed to be warranted by the facts. 
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b. Fiscal Irregularities. If fiscal irregularities are involved, the Office of 
Personnel shall in addition forward one copy of the report to the Director of 
Finance and four copies to the General Counsel. The agency shall, within 30 
days, (1) submit to the General Counsel a recommendation as to whether crimi- 
nal action should be taken and (2) submit to the Director of Finance a statement 
in triplicate addressed to the General Counsel, containing specific information 
as to the fiscal liability to the United States of each individual or concern in- 
volved in the report and the action that the agency has taken or intends to take 
to effect recoveries and prevent the occurrence of irregularities in the future. 
Space shall be left on the last page of the statement for the approval of the 
Director of Finance. 

c. Violations of Federal Statutes Other Than Those Pertaining to Fiscal 
Irregularities. If the report indicates that a Federal statute may have been 
violated but fiscal irregularities are not involved, the Office of Personnel shall, 
in addition to the copy sent to the head of the agency, forward three copies 
of the report to the General Counsel. Copies of such reports need not be sent 
to the Director of Finance. The agency shall submit to the General Counsel 
within 30 days any recommendation that it may wish to make as to criminal 
prosecution. 

2090. RESPONSIBILITIES OF DIRECTOR OF FINANCE AND GENERAL COUNSEL. 4. 
Director of Finance. In eases involving fiscal irregularities, the Director of 
Finance, on the basis of the report and the statement of the agency referred to 
in 8 AR 2089b, and after consultation with the agency where necessary, shall 
(1) review the measures adopted to prevent similar irregularities in the future, 
(2) make a determination as to the fiseal liability of each individual or concern 
involved, such determination, if found by the General Counsel to be legally 
sufficient, to be considered as the conclusion of the Department, and (3) deter- 
mine the propriety of reporting the case to the General Accounting Office under 
the provisions of Section 236 of the Revised Statutes, as amended, and in accord- 
ance with General Accounting Office General Regulations No. 50, as supplemented. 

b. General Counsel. The determination of the Director of Finance and the 
original and one copy of the statement of the agency referred to in 8 AR 2089b 
shall be transmitted to the General Counsel, whose duty it shall be to: (1) 
undertake, subject to Section 236, Revised Statutes, as amended by Section 305 
of the Act of June 10, 1921 (42 Stat. 24), collection of any sums due the Govern- 
ment; (2) refer to the Attorney General, or otherwise dispose of under appli- 
cable instructions of the Attorney General, any apparent violation of a criminal 
statute; and (3) after legal review and when determined by the Director of 
Finance that such action is appropriate, initiate a letter reporting the case to the 
General Accounting Office. Such letters to the General Accounting Office shall be 
prepared for the signature of the Director of Finance and shall be initialed in the 
agency and the Office of Personnel. 

2091. NATIONAL AGENCY CHECKS AND WRITTEN INQUIRIES. Agencies shall 
follow the procedures in 8 AR 2351 when derogatory information (other than 
loyalty or security) is developed through national agency checks and written 
inquiries, or when information of this nature is received direct from the Civil 
Service Commission or any of its regional offices. 

Mr. Roserts. In addition to issuing these revised regulations which 
clarified areas of responsibility for investigation and followup and 
prescribed in more detail how cases were to be handled, and in the 
light of one or two experiences in the Department of Agriculture 
which indicated that we should know more about what possible con- 
flicts of interest might arise, it was determined that we would obtain 
from each employee a report of his pecuniary interests in business 
enterprises and of any private employment. 

In doing this, we reviewed practices in several other agencies of 
Government where somewhat comparable problems exist. Internal 
Revenue Service, for example, requires a periodic filing of a state- 
ment of financial condition of its employees; the Maritime Commis- 
sion has a form it requires its employees to fill out; Commerce has 
certain regulations and forms which they require certain of their em- 
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ployees to certify to, and so on. We considered the possibility of 
various alternatives. 

As we looked at the varied functions of the Department of Agri- 
culture, it was obvious to us that a form which would be applicable in 
the Commodity Exchange Administration—and we have used a form 
in the Commodity Exchange Administration—would not be : adequate 
for an organization such as the Commodity Stabilization Service. 

One for the Commodity Stabilization Service wouldn’t be appli- 
cable to the Forest Service, though there are opportunities in an 
operating agency such as the Forest Service for conflicts of interest to 
exist. 

As a first attempt to strengthen the Department’s hand in know- 
ing what was actually occurring among its Sapper we issued this 
memorandum No. 1436, on December 31, 1959. This is the one to 
which you refer, Mr. Chairman. 

Mr. Warren. We will be glad to have that included in the record. 

(The document referred to is as follows:) 


DEPARTMENT OF AGRICULTI RE, 
OFFICE OF THE SECRETARY, 
Washington, D.C., December 31, 1959. 


MEMORANDUM NO. 1436 


EMPLOYEE'S REPORT OF PECUNIARY INTERESTS IN BUSINESS ENTERPRISE AND/OR 
PRIVATE EMPLOY MENT 


The purpose of the attached form is to set forth the policy of the Department 
with respect to the acquisition or holding by Department employees of pecuniary 
interests in, or private employment by, any business enterprise doing business, 
or interested in doing business, with the Department, and to ascertain whether 
there may be violations of such policy. 

In order for the Department to make such determination, the attached mem- 
orandum with the report on the reverse thereof, should be executed by all 
employees in your agency in grades GS-15 and above, all employees with con- 
tract or procurement authority, and all other employees regardless of grade, 
who are in a position to award or influence the award of business, or are offi- 
cially assigned to the duty of granting or denying approval on behalf of the 
Federal Government for specific commercial activities. 

The ageney shall establish such controls as necessary to insure that all 
affected employees execute a report. All incumbent employees in the above 
grades and categories shall submit their completed reports by the close of 
business, February 1, 1960. All new employees in the above grades and cate 
gories shall execute this report upon entering on duty: all employees who 
subsequently acquire pecuniary interests in, or employment by firms doing 
business with, or interested in doing business with, the Department shall execute 
a supplemental report immediately. 

Reports submitted by heads of Department agencies, deputy and assistant 
heads of agencies, and all affected employees in the immediate Office of the 
Secretary shall be forwarded to the Director of Personnel for review. In any 
case in which an employee reports pecuniary interests or private employ- 
ment of such a nature as to raise a reasonable doubt as to whether a conflict 
exists, the case shall be submitted to the Director of Personnel for a ruling. 
The Director of Personnel may ask the advice of an ad hoc committee com- 
posed of a member of his office, a member of the Office of the General Counsel, 
and a representative of the employing agency to determine whether any in- 
terests or outside employment of an individual may be in conflict with his work 
in the Department. 

Ezra TAFT Benson, Secretary. 
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(Instructions for the use of Form AD 276, which are printed on the 
reverse thereof, are as follows :) 


EMPLOYEE'S REPORT OF PECUNIARY INTERESTS IN BUSINESS ENTERPRISE AND/OR 
PRIVATE EMPLOYMENT 


In order to implement policy enunciated in 8 AR 2010(d) that no Department 
employee shall perform or be engaged in any work on his own behalf or for pri- 
vate individuals, firms, companies, organizations, or institutions if such interests 
may result in a conflict between the private interest of the employee and his 
official duties, or tend to bias his judgment, employees shall execute the form on 
the reverse of this memorandum listing all holdings or employment as follows: 

All pecuniary interests, including stocks, bonds, certificates or other evidence 
of ownership in any corporation, proprietorship, or partnership; or right to in- 
come from rents, royalties, patents, fees, commissions, mortgages (including 
deeds of trust), or any other form of pecuniary interest in any business enter: 
prise irrespective of whether it does business with the Department, whether held 
in the employee’s name or for his benefit, in the name of his or her spouse, 
minor children, or other dependents; any private employment for profit of any 
nature, including the acting or serving as agent or representative, either in his 
own behalf, or for any person or firm doing business, or interested in doing 
business, with the Department (if none, so indicate). Employees shall not in- 
clude holdings in nonprofit organizations, cash assets, governmental securities, 
real estate occupied as their own dwellings (unless connected with a farming 
operation), or rights derived from insurance policies. 

Upon being advised that such interests or employment are in conflict, the 
employee will take immediate steps to dispose of such interests, and advise the 
head of his agency on the progress made in this regard; private employment 
shall be terminated immediately. An employee who believes the application of 
this paragraph may cause him undue hardship, may request a modification by 
forwarding to the Director of Personnel, through the head of his agency, a 
written statement setting forth all facts and circumstances. 

This report will be for official consideration by the head of the employee's 
agency or his designated representative and for the Office of the Secretary. The 
information contained therein will be maintained under strict administrative 
control. It will not become part of the official personnel folder. 

Failure to file a report or knowingly submitting incomplete or erroneous in- 
formation may be cause for disciplinary action. False, fictitious or fraudulent 
statements knowingly and willfully made in the report may be prosecuted under 
section 1001 of title 18, United States Code. 


Mr. Roserrs. This required the filing of a declaration by all em- 
ployees in the Department of Agric lture in grade GS-13 or above, 
and all other employees, regardless of grade, who are in positions in- 
volving procurement, contracting or other authority where a conflict 
of interest might exist. The report requires a declaration of holdings, 
except holdings for residential purposes, or reserves in bank or other 
savings accounts, and Government bonds. 

This was an attempt to find out whether people had an interest in 
a warehousing operation, for example, and, if they did, whether their 
work in the Department of Agriculture was of a nature that there was 
a possible conflict of interest. 

Mr. Wuirrten. Tell us what your experiences have been. 

Mr. Roperts. Let me develop this first, if I may, Mr. Chairman. 

In issuing this form we anticipated that some employ ees would be 
concerned about filing this information, feeling that it was an in- 
trusion into their private interests and private life. 

On the other hand, with regulations which require that no em- 
ployee shall have any holdings that might involve a conflict of inter- 
est; or that no employee shall conduct business with a private firm 
or in any other way have an interest in such a firm that would in- 
volve a conflict; regulations which require that an employee clear 
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outside employment with the Department before he engages in it; 
we felt that we had to do something to determine whether these regu- 
lations were being adhered to. 

Out of the total employment in the Department of Agriculture, 
these forms were filed by about 15,000 employees. Of that number, 
we received only 43 complaints at either the departmental or agency 
levels; 13 were oral, 30 were in writing. 

In the light of this experience, we are now reviewing with the 
agencies of the Department ways and means by which we might 
simplify this form or take some other comparable approach—one that 
perhaps might be less objectionable to our employees yet accomplish 
the same purpose—and then require such a form to be filed periodi- 

cally, probably annually. 

Growing out of this experience, also, I think that we might reduce 
the area of coverage in certain agencies of the department where it is 
rather obvious that the character of the employees’ work might 
preclude the necessity for filing the form in the future. 

We also anticipate that whatever form is finally devised we will 
have it executed by all new ay ees coming into the Department 
if they are above a given grade level or if they are going to engage in 
contracting or other similar work in which a conflict of interest could 


be involved. 


REPORTING OF VIOLATIONS 


There is also a requirement in Public Law 725 of the 83d Congress 
that directs heads of government agencies to report promptly to the 
Attorney General any information, allegations or complaints relating 
to violations of title 18 of the U nited States Code by officers or 
employees of the agencies under their direction. On November 13 
the Attorney General issued a memorandum to all Government agen- 
cies on that point. This was also tied into our total effort to strengthen 
Agriculture’s position, and we issued this memorandum to agency 
heads early in January. 

Mr. Wuirten. I think it would be well to put a copy of this memo- 
randum in the record at this point. I think the Department is en- 
titled to show its entire effort in this field. 

(The document referred to is as follows:) 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D.C. January 7, 1960. 


MEMORANDUM TO HEADS OF DEPARTMENT AGENCIES 
(Personal attention) 


REPORTING OF VIOLATIONS PURSUANT TO PUBLIC LAW 725, 83D CONGRESS 


Your attention is invited to a memorandum to the heads of all departments and 
agencies in the executive branch of the Government from the Attorney General 
dated November 13, 1959. The memorandum reads as follo«'s: 

“To achieve fully the objectives sought by the reporting requirements of 
Public Law 725, 83d Congress, 2d session (5 U.S.C. 311a), and the responsibili- 
ties of this Department detailed in the act, I feel it appropriate to communicate 
periodically with all interested departments and agencies concerning the pro- 
visions of the measure. I invite your attention again to the terms of the act 
and the continuing importance of reporting timely all complaints to this De- 
partment. 
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“As you know, this statute directs the head of every department and agency to 
report promptly to the Attorney General information, allegations, or complaints 
relating to violations of title 18, United States Code by officers and employees of 
the Government unless exempted by the terms of the statute or unless otherwise 
directed by the Attorney General. While not minimizing other offenses in title 
18, it was urged that special emphasis be placed on those offenses relating to 
fraud on the Governemnt, misappropriation, robbery or theft of Government 
property of funds, misfeasance or malfeasance in office, and other transgressions 
of a similar nature. 

“Being always alert to the responsibilities of this enactment will insure con- 
tinued prompt investigation and prosecution and thus serve to maintain high 
standards of integrity in Government operations.” 

It is the desire of this Department to comply strictly with the provisions of 
the Attorney General’s memorandum. In order that the Department may be 
aware of developments in this field and properly coordinate these matters, you are 
instructed to see that such violations are brought to the attention of the Office 
of Personnel promptly. The Office of Personnel will see that the matters are 
properly referred for investigative attention. Cases alleging bribery or forgery 
of U.S. Treasury checks involving our employees should be handled in accordance 
with existing instructions set forth in 8 AR 2085 and 2086. 

For your information, a copy of Public Law 725 is reproduced on the reverse. 

Ezra T. Benson, Secretary. 


(A copy of Publhe Law 725 is reproduced below. ) 


25—S3d Congress 


Publie Law 72 
Chapter 114: 


> 
> 
, 
» 


2d Session 
30S 


AN ACT To authorize and direct the investigation by the Attorney General of certain 
offenses, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That notwithstanding any other pro- 
vision of law, and without limiting the authority to investigate any matter 
which may have been or may hereafter be conferred upon them, or upon any 
other department or agency of the Government, the Attorney General and the 
Federal Bureau of Investigation shall have authority to investigate any viola- 
tion of title 18, United States Code, involving Government officers and employees. 
Any information, allegation, or complaint received in any department or agency 
of the executive branch of the Government relating to said violations involv- 
ing Government officers and employees shall be expeditiously reported to the 
Attorney General by the head of such department or agency, unless the respon- 
sibility to perform an investigation with respect thereto is specifically otherwise 
assigned by another provision of law, or unless the Attorney General otherwise 
directs with respect, as to any department or agency of the Government, to any 
specified class of information, allegation, or complaint: Provided, That the 
provisions of this section shall not limit, in any way, the existing authority of 
the military departments to investigate persons or offenses over which the 
Armed Forces have jurisdiction under the Uniform Code of Military Justice: 
Provided further, That the provisions of this section shall not limit, in any way, 
the primary authority of the Postmaster General to investigate postal offenses. 

Sec. 2. Section 3056 of title 18, United States Code, is amended by striking 
out the following: “detect and arrest any person violating any laws of the 
United States directly concerning official matters administered by and under 
the direct control of the Treasury Department ;”. 

Approved August 31, 1954. 


Mr. Marsnani. You have a number of employees who have left 
because of alleged interests in some business and so on. 

Now a number of those employees were people who were appointed. 

What do you do when you recruit these people in top policymaking 
positions ¢ 

Mr. Roserrs. In the past we have provided them with a copy of 
the regulations and a copy of the employee handbook which pre- 
scribes the regulations of the Department regarding conflict of inter- 
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est. In some cases we have asked on orally what interests they 
had, and have required them in some cases to file statements that 
they have relieved themselves of rasppeeibilition or affiliations that 
may involve a conflict. 

In some cases we have refused to appoint them when we have 
found that they had holdings that might involve a conflict and are 
not inclined to make the sacrifice required to dispose of them. 

In response to the inquiry Mr. Anderson made, we now have 
12 cases on which we are developing further information where it 
appears that there might be a conflict of interest. There may or 
may not be a conflict; we are not prepared yet to say what the final 
outcome might. be. 

Ifa conflict. i is found, they may be asked to remove it or to leave the 
employment of the Department. If they wish to stay with the 
Department, we will give them a reasonable time to dispose of that 
interest and to report the diapnettion to the Department. 

Mr. Wuirren. Mr. Roberts, we are all interested in this phase of 
it. But may I say 1 think it Laaeineteetate at this point to put any 
names in the record. It might develop upon full investigation that 
the charges are groundless; it might also result in a transmittal of 
facts to the Department of Justice for such actions as the Federal 
district attorneys and the Federal courts might take. So I think 
it would be inappropriate for us to have in the record any names. 

Mr. Roserts. | prefer not to give names in these cases, Mr. 
Chairman. 

Mr. Wurrren. If individuals now in the employment of the De- 
partment were given full copies of your regulations, and their atten- 
tion was called to the statute against conflict of interest, and if they 
in the face of that accepted employme nt and held onto these holdings 
and that. might have resulted in favoring their financial holdings 
by reason of their actions, it strikes me that merely asking a man 
at this late date to divest himself of such holdings would be wholly 
inadequate. That would mean a man could do anything until he 
got caught and while he may have made a fortune, he could sell his 
holdings and go right on in the Department. 

Speaking for myself, I think in those cases that your statement 
as to what you plan 1 © do is wholly inadequate. 

Mr. Rorerrs. [ think perhaps you have drawn a wrong conclusion 
from what I have said: If the man is holding interests which seem 
to be in conflict or may involve a conflict, but there has been no im- 
proper conduct on his part, then we would give him the opportunity 
that I have indicated. 

If the investigation, however, indicates that there has been some 
Inappropriate action or improper conduct on his part, the case would 
be referred immediately to the Department of Justice. We have 
referred four such cases to the Department of Justice. 

Two of those cases were discussed 1n the Svmington committee hear- 
ing this morning. 

Mr. Wurrren. Mr. Roberts, in view of the developments that have 
been going on in recent. weeks, I think you should go off the record 
now and discuss with us in detail these developments. 

( Discussion off the record. ) 

Mr. Wurrren. On the record. 
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DISMISSAL OF EMPLOYEES 


Mr. Marsnauv. During the hearings it was disclosed that we have 
one agency that paid over $42,000 in salaries where employees were 
erroneously dismissed. It has been called to our attention that in 
addition to that, there are a number of cases pending. 

What is the total amount of the claims of such cases that are pending 
and what has been the experience in other agencies in that regard? 

Mr. Roperts. These are the FHA cases? 

Mr. Marsuatu. That is right. However, you may have had other 
agencies who had that, too. 

“Mr. Roserts. We may have had one or two other cases. Personally, 
Tam not aware of any others. 

Mr. Berts. The problem, Mr. Marshall, stems from the fact that 
the employees in these cases have appealed to the courts and to the 
Civil Service Commission for restoration and back salary. 

The Civil Service Commission and the Court of Claims in some 
cases have granted some of the back salary. A large number in which 
we have been reversed involved FHA State directors as I am sure 
you are aware. However, we have had one or two others where 
frankly, there is a difference of opinion between the Civil Service 
Commission and the interpretation of the courts. We felt that we 
had been procedurally correct in dismissing the employees, however, 
the employees have appealed to the Civil Service Commission or have 
gone into the court and it has determined that they were dismissed 
improperly and, therefore, they sued for their salary. 

The FHA cases have been the more difficult ones to handle. Of 
course, they have been outside the Department’s hands because the 
Department took the administrative action and then the employee 
appealed either to the courts or to the Civil Service Commission and 
we were reversed. 

Mr. Roperts. Can you answer Mr. Marshall’s question on how 
much money might be involved ? 

Mr. Bers. I can get it and supply it for the record. It may be 
several thousand dollars because in a number of cases they won't be 
settled for several years and back pay may be involved if we are 
reversed. 

Mr. Wuirten. Will you add it to the record at this point ? 

Mr. Berts. Yes, I will be glad to provide it. 

(The information requested is as follows :) 

There are at present 10 cases pending as a result of removal action by this 
Department. In seven of these cases removal was for misconduct, in two 
cases renroval was for unsatisfactory work performance, and in one case removal 
was due to a reduction in force. In seven of the cases the appeals are pending 
before the Civil Service Commission; in three cases appeals are pending in 
courts. It is not possible to calculate the total amount of claims that may 
result if decisions adverse to the Government are found in these cases. An 
employee who is restored is allowed only the difference between what his Gov- 


ernment salary would have been and the amount he has earned on the outside 
during the period of his separation. It is estimated, however, that the local 
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amount of claims against the Government in these cases, if the Department were 
reversed in all of them, would exceed $50,000. 


Cases pending appeal 














Agency | Reason for removal Place of appeal 
a Unsatisfactory work performance ---.-.-.-.-- 6th U.S. civil service region. 
BEG « cixsicsaax WE 55s Soo ca kicibicie eesbdads 2d U.S. civil service region. 
oe a Board of Appeals and Review. 
RUT cake nna suatowtes Wut acenktadekaccsabedsanssedare Do. 
OE icinasennclediean GO. « —crnuchadsathbbsctedsaeaasebasae Do 
a ee cc sae Genkdacchn abies aaa | Do 
Bc cstannae dtc DL isi timtbdicn dahcteee ean balan Gaiin Do 
oo) ee Unsatisfactory work performancs. ---..-- --| In courts. 
SR i ieabwirarrsea ce MeGROtionm 10 TPCO. < oo. San caocwncsuacec Do. 
| Do. 


BA recokpanceey | DUOC RE, nd itt ttaticla huh ccnhindiiaien tana 





Since 1953, 18 individuals who were separated from the rolls of this Depart- 
ment were restored to duty and backpay given them as a result of court or 
other administrative decisions. Three of these were separations under Kxecu- 
tive Orders 9835 or 10450 and involved back salaries in the amount of $13,797.58. 
Three involved unsatisfactory work performance of the employees and backpay 
in the amount of $10,427.71 was awarded. Three involved reduction in force 
and backpay in the amount of $9,897.85 was awarded. One involved a separa- 
tion for misconduct under section 14 of the Veterans’ Preference Act; backpay 
in the amount of $6,791.36 was awarded. Eight were separations under schedule 
A authorities and backpay in the amount of $50,622.44 was awarded. The total 
money paid in backpay for time the employees were not on the rolls as a result 
of these separations is $91,536.94. 

Mr. MarsHatu. That seems to be an expensive operation for the 

taxpayer. The taxpayer isn’t getting anything for that procedure. 

Mr. Berrs. The employee isn’t paid his full salary. He is paid 
the difference between what he earned in other employment in those 
intervening years and what he would have earned had he been on the 
rolls. 

Mr. Marsuatu. Speaking of loyalty cases, how many people have 
been dismissed for security reasons from the Department in the last 
7 years and how many of those are Communists? Can you supply 

that for the record ? 

Mr. Roserts. I think we put that in the record 2 or 3 years ago, 
Mr. Marshall. 

Mr. Wuirten. Is it still one? 

Mr. Roserts. It isstill one, I think. 

Mr. Marswatu. I would like that information brought up to date. 

Mr. Roserts. We will bring it up to date. I think it is still the 
same. 

(The information requested is as follows :) 


Since 1958, seven individuals were separated for security reasons. One of 
these employees was separated under Executive Order 9835. This action had 
been initiated in 1952 and was completed early in 1953 before Executive Order 
10450 was issued. In the other six cases action was taken under Executive Order 
10450. In each of these cases, information indicated affiliation with Communist 
organizations or front groups cited by the Attorney General. Three of these 
employees were restored as a result of court decisions in the cases of Peters v. 
Hobby and Cole v. Young. 








ASC COUNTY COMMITTEE EMPLOYEES 


Mr. Wuirren. Mr. Roberts, earlier I asked you to develop the dif. 
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ferences between the benefits provided by law for the ASC employees § for t 


who put in full-time work for the Government and have for years and§ 
the other Federal employees who, within the terms of the law, are| 
provided retirement, health insurance, and various other benefits. 

I believe at that time you said it would require changes in the law 
before these could be provided and, of course, changes in the legisla- 
tion are not within the control of this committee. 


It was stated, however, that a study was being made as to the possi- J 
bility that the Department would either provide health benefits or inf 


the case where you had no authority, the Department was considering § 
the possible favorable recommendation of legislation of that kind to § 
the Committee on Post Office and Civil Service which would have 
jurisdiction in this field. What is the status of that ¢ 


Mr. Roserrs. I would like to review the whole subject very briefly § 
» that 
| ting 
» Fed 


if I may. 
The county committee employees, as you gentlemen know, are ap- 
pointed under authority of the Soil Conservation and Domestic Allot- 





me 


i. 
t 
Bc 
t 
5 | 





ment Act, as amended. They are not Federal employees. They are | 


employees of the county committees, so they do not enjoy the benefits 


of Federal retirement, insurance, or the health benefits that the | 


Federal employees will begin to enjoy this coming July 1 
They do have social security, of course, in lieu of retirement. 
There have been a number of bills introduced in the last several 


sessions of the Congress some of which would have put these county | 


committee employees under civil service completely. Others would 
provide health or insurance benefits. 


The Department has taken the position for years that these em- | 


ployees should not be under Federal civil service. At the same time 
we recognize that they are rendering a very valuable service; that they 
are aiding in the carrying out of agricultural programs. Their inter- 


est is our interest in terms of the salaries they are paid and the fringe | 


benefits they receive. 

But we have filed adverse reports on proposals to put them under 
the Federal civil service. 

Mr. Wuitrren. Could I point out there that I have introduced, and 
Ll am sure various other members of this committee introduced, bills 
slong the line, in view of the objection by the Department to including 
them under civil service. 

It strikes me that certainly, where the extension agents are drawing 
only part of their salary from the Federal grants, and where the y are 
not f ll employees of the Federal Government, since the Extension 
Service operates by memorandum agreement, that certainly to include 
the county people on the same basis as the Extension Service would 
be sound. 

I mention that here so that you might discuss the Department’s 
attitude to that approach. 

Mr. Roserrs. Here is the point, Mr. Chairman. The Extension 
Service people, including the county agents, enjoy all of the benefits 
of Federal service because in their case—and there is no other like it, 
either in the ASC county sonhmnibes system or the State agricultural 
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gexper iment stations—they hold Federal appointments. They are just 
pas muc ‘th a Federal employee as Lam. 

This is not the case with these other two groups. So you can’t do 
)for them what has been done for the Extension Service unless you 
make them Federal employees. 

With respect to extending Federal insurance and health benefits to 
people who are not Feder al employees, the Civil Service Commission 
Phas taken a very firm stand that such benefits should not be gr aa 
that only Federal employees should have the benefits of the Federa 
"retirement, insurance, health benefits programs. We would be ae 
F to put in the record, Mr. Chairman, a letter of the Commission to ) the 
chairman of the House Post Office and Civil Service Committee on 
this point. I think that would be helpful. It is rather a long one, 
but it gives their reasoning on this subject. 

Mr. Winrren. We would be glad to have that for the committee’s 
© information. 

Mr. Roserts. In justice to their position, I think it should be said 
that the Commission is fearful that if this thing is opened up by let- 
ting this one group of people who are not Federal employees have 


a 


" Federal employee benefits then the gate will be opened for many 


other groups of non-Federal employees to get under the Federal bene- 
fits system. 

Therefore, the Department is now conducting a study to develop 
facts which we will consider with actuarial people and others—in- 
surance companies and so forth—to see whether it is possible to de- 
velop a sound program of health insurance benefits for employees 
of the ASC county committees. 

It will be a number of months before we have anything on it, and 
[am pretty certain we will not have developed anything before Con- 
gress adjourns this session. 

But we are going to proceed, and if we find that such an approach 
is feasible we will develop some recommendations to do it. I per- 
sonally am of the opinion that it is not going to be poss sible to extend 
a sound benefit program to these people under existing legislative 
authority; I may be wrong. In any event it is going to require a sub- 
stantial sum of money to implement it and that has serious budgetary 
considerations, I hope before another session of the Congress con- 
venes we will have some definite recommendations to make, one way or 
another. 

Mr. Wurrren. Mr. Roberts, I wish to urge you to do this as ex- 
peditiously as you can. I would express the hope that you will make 
favorable recommendations to the Congress. 

I take no issue with you on the basic law or the requirement for 
legislation, but the Department’s legislation works a hardship in some 
ases. IT think the Department should suegest legislation that would 
give equal treatment to all of its various full-time employees. 

fr. Roperrs. We will pursue it. 

Mr. Grant. I would like to make this point clear: In the case of 


o Extension Service the Federal Government does not share the cost 
of the life insurance and health benefit programs. Only in those 
States which have ) AEE to pay the employer's share can the em- 
plovees participate. So it is not uniform uicaaineal the Extension 
Service, 


95155—60—pt. 3 8 
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Mr. Roserts. On the retirement, however those 
Mr. Grant. The Federal Government does pay the employer’s shar Pee 
of retirement costs. In 1 
Mr. Berrs. The Extension Service employees have been receivinglpartm 
Federal retirement benefits since the early 1940’s. oe 
Mr. Wuirren. I am not complaining. I just say any law could 
be amended if properly recommended, so you have made the distine-§ 60. 


tion. My point again was that if such distinction exists in law, it is} 
subject to change, and whether they would be or not will largely bj 
determined, I suspect, by the recommendations of the Department) 
So it was in that area that I made my statement. | 

Mr. Roberts, we discussed with you earlier this matter of the year. 
book. Would you discuss that now or should we wait until we have 
the Information Service ? 

Mr. Roserts. I would rather wait until Mr. Webster is here an(| BAL 





have him discuss it with you. He has all the details. _ AG 
_ FOST 

TRANSFER OF LEASING COSTS TO GSA or 

BLA! 

(The information on transfer of GSA leasing costs, requested on) Mz 
p. 75, is as follows :) CHA! 
DE 


Decreases in Department of Agriculture appropriations due to providing a direc 
appropriation to the General Services Administration for certain leasing cost 
previously paid from appropriations to the Department 





l || 

















Fiseal year | Amount Fiscal year Amount §_ 
- — — —_—_——— —— | a — —— —$—$—_—— —— — = ae = 
| il 
Rh 28 oo Skok saadnabhnadavecdes OE TAN SN Th AOR Ss Sek eA Aca | $115, 
I i alia Siecle copecceensigg itil Aleit | 126, 224 Pcngdeasidudésdddhautuns diese 168, 10 
NOx. 5 Serco Pass sno ok Se ese BON Gat gee ene ea 105, 28 | Prograt 
Oe ere ee eee enc a ee? 133, 730 | IO oe aban wksebesessemes 446, os 
| | 2.1 
History OF TRANSFERS OF LEASING Costs TO GSA iM 
rinane 











The transfers of leasing costs to the General Services Administration whid oo 
are proposed in the 1961 budget as well as those proposed in prior budgets Un 
back to and including the budget for 1952 relate to leasing functions whid 
were assigned to GSA under Reorganization Plan No. 18 of 1950. » 

Under authority of this reorganization plan GSA assumes responsibilit} > New o) 
for providing general purpose space required by the various agencies o Ap 
Government in 128 metropolitan areas. Outside these areas the Department * 
has been given delegated authority to acquire its own space but sometime 
requests GSA to do so because GSA has authority to enter into leases for 
a period of up to 20 years. (The Department is limited to a period not er}, —~— 
ceeding that for which the applicable funds are available. ) "Ine! 





GSA receives a direct appropriation to finance the rental cost of space 
it provides to Government agencies. Each year, GSA obtains from the Depart 
ment of Agriculture (as well as from the other agencies) estimates of the 
space which GSA will be required to supply in the succeeding fiscal year. These 
estimates are used by GSA to develop plans for the forthcoming year and pro 
vide the basis for inclusion in the GSA budget estimates of any funds neces 
sary for rental of space. 

Each year there are some instances where the Department determines that 
additional space over and above that provided for in the GSA budget will 
be needed. This generally is due to changes in programs increased appre 
priations or other circumstances which could not be foreseen earlier. In such 
instances, GSA makes all the necessary arrangements and provides the addi: 
tional space, but requires the Department to reimburse them for the costs ul 
til provision therefor can be made in the GSA budget. Decreases in the De 
partment of Agriculture’s budget for tri unsfer of leasing costs to GSA, such as 
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hose included in the 1961 budget, arise from this kind of situation, and also 

sha: Brctude those instances involving long-term leases entered into by GSA at the 

3 Te equest of the Department. 

Seen _ In view of improvements and alterations in leased space, relocation of De- 

21 Ving )partment activities in space other than that which it previously occupied, changes 
jn program requirements which affect amount and kind of space, and generally 


co We necreased rental costs during the intervening years, it is not feasible to make a 
uu “meaningful comparison of present costs with those paid by the Department in 

Stine- 19950. 

7 yh Mr. Wurrren. I wish to thank you gentlemen for your appearance 

ia hy jn this particular field. Now we will turn to the Office of Information. 

LIBRARY 
year: 
> have WITNESSES 


e and) RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 
FOSTER E. MOHRHARDT, DIRECTOR, LIBRARY 
LOUISE 0. BERCAW, ASSISTANT DIRECTOR, LIBRARY 
“BLANCHE L. OLIVERI, CHIEF, DIVISION OF ADMINISTRATIVE 
ed ol! MANAGEMENT, LIBRARY 
CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 





























, direc 
> ™~ 
g costs SALARIES AND EXPENSES 
—— Program and financing 
nount = 
| 1959 actual | 1960 estimate | 1961 estimate 
$115, M a amas aes 4 
168, 10) 
105, 28 © Program by activities: | 
446, 1. Agricultural library services (total program costs) !___.| $772, 807 $831, 900 $895, 660 
2. Relation of costs to obligations: Costs financed from 
obligations of other years, net (—)..-.-.........-.-.- WD UP Chadkeadgncddnatccdctatedediiae 
| Total program (obligations) ........<<s0<cscccnccucce 760, 552 831, 900 895, 660 
| Financing: 
which Comparative transfers to other accounts................-- 66, 978 Gcicnciechce 
igets 1959 appropriation available in 1958. .............-..-.-... Wh MD eich xp ncatai ii nnaisieeioe: 
uc ge Unobligated balance no longer available. ..............._- Re Wile Eitdewen eet e bee ie an 
whid - ~- — — 
New obligational authority. .........................-.- 831, 500 900, 000 895, 660 
sibility New obligational authority: - ae GN ES. La ERD 
ies of NN Ia ga he ee 772, 000 900, 000 895, 660 
tment Transferred from ‘Conservation reserve program,’’ Com- 
9s modity Stabilization Service (73 Stat. 52)............... SO, B00 t.c..cu. 
etimes y Stabilizati ervice (73 t. 52) 59, 500° Spntennniminememaed ----- 
3 for Reppcorintion (abst)... ccacccdcawecccsdccscscccu 831, 500 900, 000 895, 660 


I a Seep cgi A gc i a eg 
‘Includes capital outlay as follows: June 30, 1959, $7,198; 1960, $2,000; 1961, $2,000. 
spa 
epart: 
of the 
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Object classification 


1959 actual 1960 estimate | 1961 estimg 


Total number of permanent positions. 5 . 136 137 

Full-time equivalent of all other positions 2 l 1 

Average number of all employees ae ; 116 127 | ] 
Number of employees at end of year. 118 128 ls 
Average GS grade and salary : Sr aad 5.3 $4,961 | 6.1 $5,234 | 6.3 





Ol Personal services ; 


Permanent positions. bee < , $591, 366 $669, 156 $723, tif 1. Agri 
Positions other than permanent--_-- 1, 704 744 ‘| 
Other personal services_ __ . ; 4,112 5, 100 2, ui 
Total personal services-. — : ‘ 597, 272 675, 000 
02 Travel... : ; 3, 045 2, 600 | 
03 Transportation of things J basis ie 141 500 
04 Communication services 11,199 | 10, 000 
06 Printing and reproduction etal 2, 621 3, 800 
Binding--_-_-_- ; e oon : 21, 560 27, 400 
07 Other contractual services-_- 3 21, 713 6, 100 | 
Services performed by other agencies---__- ; 9, 126 12, 800 | 
O8 Supplies and materials_. 2 - “ 7,717 j 7, 700 | 
09 Equipment : . 49, 350 49,60 | 
11 Grants, subsidies, and contributions. —_- ; ie ele BR, 159 | 43, 500 
13. Refunds, awards, and indemnities- ae . 711 1, 590 | 
15 Taxes and assessments : y 151 100 
1959 program obligated in 1958_. = a 5 —2, 213 |.. _ a 
Total oblizations-.- ka : Jeet ke ca 760, 552 831, 900 





Mr. Wuirren. We turn now to the library, Mr. Mohrhardt and hi 


Re 
associates. an 
JUSTIFICATION OF THE ESTIMATE oe 

At this point I would like to have pages 210 and 214 through Ji] 
included in the record. Cu 
(The information referred to is as follows:) and | 
for 1 
Salaries and expenses — 
colle; 
FRU A NOK ASAT ANN ta Gc Aad a ac Sa pe ee $900, OP Out t 
Activities transferred in 1961 estimates, for the financing of certain field edge 
library services, to: throu 
“Salaries and expenses, Agricultural Research Service’__.___-____. —49, 10) ie 
“Forest protection and utilization, Forest Service’_______________ —19, W catal 
_____ see adde 
Base for 1961 . 4 ee de 831, W agen 
Budget estimate, 1961______ ee ; a Bi 
______ ae nical 
Increase___— iia Re oe a fete: : ; se +63, 7h of a 
=e agric 
Summary of increases Re 
: 7 work 
lor (a) processing gift and exchange material and making it available maiz 
for use, (6) improving bibliographic service, and (c) providing for field 
additional purchases of publications scseki _ +56, & Ag 
For employee health benefit costs pursuant to Public Law 86—-882______ +6, 88 No. 
more 
Dire 
and 
as ¢ 
dupl 
TI 
the ] 


carr 








OO, 00 


49, 10) 
19, 
31, Ww 
95, 6b 


2) # 
65, ff 


56, 80 
6, 88 
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Project statement 





! 
| Increase 
} 
Project 1959 1960 (esti- Health 1961 (esti- 
mated benefit mated) 
costs (Pub- | Other 
lic Law 
S6-382 
1. Agricultural library services 
1) General library services $544, 350 $614, 100 +-$5, O65 +$43, 350 $652, 515 
4h) Specialized services to research 218, 415 217, S00 +1, 815 +13, 530 233, 145 
Subtotal 762, 765 831, 900 +6, 880 +56, 880 | 895, 660 
nobligated balance 1, 757 £ 
tal health benefit costs Public Law 
8-382 if ‘ie [+6, 880] [+380] [7, 260] 
Total available or estimate 2 764, 522 831, 900 +-#, 880 +56, 880 895, 660 
Transferred in 1961 estimates to 
“Forest protection and utilization, 
Forest Service”’ +18, 753 +-19, 000 
“Salaries and expenses, Agricultural 
Research Service’’ +-48, 225 +49, 100 | 
Transferred from ‘‘Conservation reserve | 
program, Commodity Stabilization Serv- 
ce —59, 500 
Total appropriation or estimate __. 772, 000 900, 000 
Represents obligations. Applied costs for 1959 are $772,807. The difference of 


$10,042 reflects, primarily, the excess of printing, binding, and equipment used in 1959 over 
ders placed in that year. 

* Includes $2,213 obligated in 1958 under the advance procurement authorization (Public 
Law S5—S86). 


STATUS OF PROGRAM 


Current activities —The primary function of the library is to collect current 
and historical publications in agriculture and allied sciences and organize them 
for maximum service. It serves as the National Agricultural Library. The 
library makes available to the research workers of the Department, agricultural 
colleges and universities, other research and educational institutions through- 
out the world, individual farmers, and the general public the agricultural knowl- 
edge of the world which is contained in its literature. This is accomplished 
through four major types of activity: 

Technical processes services, including selection, acquisition, classification, 
cataloging and preparation for use of all books, journals and other publications 
added to the Department library collection, and classification and cataloging for 
agency field libraries ; 

Bibliographic services, including bibliographic liaison with research and tech- 
nical personnel, compilation and editing of special bibliographies, and provision 
of an index to the world literature on agriculture through the bibliography of 
agriculture ; 

Reference and lending services, including individual reference and lending 
work, making photoprint or microfilm copies of articles, and preserving and 
maintaining the Nation’s and world’s heritage of published knowledge in the 
field of agriculture ; and 

Agency field libraries, which were authorized by Secretary’s Memorandum 
No. 1481, dated June 25, 1959, to strengthen field library services in order to 
more effectively support the Department’s research activities in the field. The 
Director of the Library is responsible for prescribing library policy, standards, 
and procedures for the conduct of these services, and exercises such controls 
48 are needed to coordinate library services in the Department and avoid 
duplication of effort. 

These services are coordinated directly with the Librarian of Congress and 
the Director, National Library of Medicine. 


SELECTED EXAMPLES OF RECENT PROGRESS 


1. Technical processes.—A continuous intensive acquisition program has been 
carried on in an effort to provide the major agricultural and scientific publi- 
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i 
eations needed by the Department’s workers, research personnel, farmers, au 
the public generally. The collection still lacks essential agricultural inform. 
tion published in foreign countries, as well as many important domestic publig| 
tions. The aggressive gifts and exchange program resulted in the acquisitig, 
of approximately 70 percent of the material received. Despite maintenance ¢/ 
high production in classifying and cataloging incoming publications to mai 
valuable information readily available to Department workers, the backlog ¢ 
unprocessed material is now approximatley 41,000 volumes, an increase of 1,0) 
volumes over the 1958 figure. 

2. Bibliographic services.—Access to the world’s output of scientific liter. 
ture in the fields needed by agricultural workers continues to be provided ly 
the Bibliography of Agriculture. 

In addition, there were 43 bibliographies, indexes, and lists prepared 
specialized subjects, such as— 

(a) Direct seeding of the pine of the South. 

(b) Economics of irrigation in the Eastern United States. 
(c) Methods of slaughtering large meat animals. 

(d) Plant succession on rangeland, 1950—54. 

(e) Contract farming and vertical integration. 

To give scientists information needed to select material to be translated unde 
the Public Law 480 translation program, the library prepared eight lists ¢ 
serial publications currently received from countries in which particular interes 
had been expressed. Two other lists are in preparation. 

3. Reference and lending services.—Necessary services to Department staf 
and other persons or institutions requiring the unique and specialized ms 
terials on agriculture and the closely related sciences were made available by 
the reference and lending staff. A recent example was the written request of: 
land-grant institution staff member for a long list of references he wished t 
abstract. Upon his arrival the material was all available in one place, savin 
him many days of time. 

Loans of publications and photocopies in lieu of loans remain at approximately 
the same level as in prior years. 

4. Continued economies in binding.—The library has continued to have its biné: 
ing done by a small business concern under a waiver issued by the Public 
Printer. Through using only one color of binding and other standardization 
the library is able to obtain economies in binding by using commercial binder 
and placing bids on a highly competitive basis. The current $1.95 per unit 
binding cost is the lowest in the library’s history. With the implementation 0 
the special weeding and inventory program in 1960, an increase in the number 
of volumes bound is anticipated. 

A comparison of the workload for fiscal year 1959 with the estimated work 
load for fiscal years 1960 and 1961 is reflected in the following table: 


Overall volume of work performed by Department Library, fiscal years 1959-61 
(adjusted for comparability) 




















| Estimated 
Item Actual, 1959 

| | 

| 1960 1961 
ENN Sete rec manndnn seco ccseoobestanecereee | 9, 196 | 9, 200 10, 0 
emer eee OMNIS CHOON 8 oo. cess se rccecciensocsencacn 56, 750 | 57, 000 62, 
Beth OE OEE OF TOKIO NOE as a ino odin tededincedccac-ncween~ 425, 927 426, 000 426, 0 
BIGEerORICS GUGSLIONS BNSWETO ..... 5 nc eee n ene necnconenee 85, 408 | 85, 000 85, 0 
ok ge ee ee eee 506, 868 | 491, 000 491, 0 
ee ES SS eee see 214, 641 205, 000 205, 6 
Items indexed in “Bibliography of Agriculture’’__.-.....-..-- 95, 588 96, 000 96, 00 
IC en ee acs cageiae 4, 450 7, 000 7,00 
Obligations for books, periodicals, newspapers, and other 

INI ot 8 betes 2 ek ere ett 38, 940 35, 600 42,10) 


\ 


1 Includes work performed by Department Library for agency field libraries. 


Mr. Wurrten. We shall be glad to have your general statement, Mr. 
Mohrhardt, particularly with respect to the increase and the basis for 
it. 


You may proceed. 
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GENERAL STATEMENT 


Mr. Monruarpt. I am sure you all recognize Miss Bercaw, my as- 
sistant on my left, and Mrs. Oliveri, our administrative officer. 

Both within and without the Department of Agriculture interest 
has been shown during the past year in the improvement of the De- 
partment Library to meet more adequately the needs of scientific re- 
search workers. A special committee of the Department’s Agricul- 
tural Research Council (representing all phases of the Department’s 
research work) studied the library’s services and cneaened areas for 
improvement. Outside the Department, the House Committee on 
Science and Astronautics and the Senate Committee on Government 
Operations included the library in their hearings on science infor- 
mation. 

This interest in the library and its scientific information services is 
generated by the urgent nationwide need for better access to scien- 
tific research publications. Industry and Government are now pro- 
moting scientific research more than ever before because this research 
is necessary for our economic growth and development. The results 
are transmitted primarily through printed documents, separate re- 
ports, journal articles, books, symposia, and in newer forms of micro- 
reproduction. Both basic and applied research are expensive, and the 
results must be readily disseminated so that practical use can be made 
of this important information. Use of scientific information prevents 
the possibility of duplicating costly and time-consuming experimenta- 
tion. 

Research knows no geographical boundaries and is as important to 
our scientists when reported from abroad as from this country. The 
economic importance of research has stimulated all countries to take 
aggressive steps in acquiring and disseminating scientific data. 

The first Secretary of Agriculture was well aware of the impor- 
tance of printed information and established a library and a world- 
wide program of collecting scientific information as one of the De- 
partment’s first activities. Succeeding Secretaries of Agriculture 
and Department officials have continued this interest. For many 
years the Department of Agriculture Library was foremost in the 
world in its internationally comprehensive collection of information 
and in its active work in disseminating the results on a nationwide 
basis. 

During World War II the resources of the library were continu- 
ously used to further research and defense activities. Emphasis was 
naturally placed on service to users. However, binding and other 
library responsibilities fell far behind. 

Since then, at the same time that the entire Department’s research 
appropriations have been increased 176 percent, the library’s appro- 
priation has increased only 25 percent. With the explosive growth 
in number of agricultural and other scientific publications, large in- 
creases in their cost, and in salary rates for employees, the library 
cannot keep pace in its acquiring and cataloging of publicationss nor 
in its provision of bibliographies. 

The total increase requested for fiscal 1961 is $63,760, of which 
$56,880 is required to provide Department research workers with 
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needed scientific publications, and with bibliographic and referenc 
assistance ; $6,880 is for health benefit costs. 


ACQUISITIONS 


Funds are urgently needed to acquire highly significant publica. 
tions required for Department work. Chart No. 1 illustrates the 
inability of the library to meet the increased output of agricultural 
publications. Figures for 1950 and 1959 show the estimated output 
of periodicals in agriculture and related sciences compared with the 
number acquired by the library. Although funds for purchases haye 
increased slightly, fewer books are purchased because of higher costs 
The gift and exchange program has expanded over 65 percent but 
there are still thousands of publications that must be purchased sine 
they are not available on exchange nor can they be obtained as gifts 

(The chart referred to follows :) 


CHART 1 


PERIODICALS IN AGRICULTURE € RELATED SCIENCES 


Estimated Output Vs. USDA Library Acquisitions 


_NOT 
ACQUIRED 


_GIETS AND 


EXCHANGES 


i ~----- PURCHASES 
I950 I959 


Mr. Mournarpr. If I may refer you to this first chart we have 
brought over, we have tried to show here the tremendous growth i 
the number of agricultural periodicals between 1950 and 1959 and 
then to show how well we are doing in acquiring the significant pub- 
lications that should be available to our research workers. 

The section at the top shows the amount that. we have not been able 
to acquire nor make available to our people. 
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I think it is significant on the chart that, although our funds for 
purchases have slightly increased, actually we are buying fewer pub- 
lications today because the money will not go as far since the publica- 
tions are so e Xpel sive. 

We also would like to point out that we have expanded our gift and 
exchange program 65 percent but even so this is only a partial benefit 
because many of the publications we need are not available through 
gifts and exchanges ; they have to be purchased. 

Publications not bei ‘ing acquired can be categorized as follows: 

(a) Information in new scientifie fields such as biochemistry, nu- 
clear energy, solar energy, space biology, and similar fields w ith di- 
rect application to agricultural research. 

(6) Industrial uses of agricultural products. Present funds do 
not enable the library to purchase even the most essential publica 
tions in such fields as radiobiology, and natural and synthetic fibers 

(c) Reference books: New editions of many basic—and costly— 
reference books are needed to keep the Department scientists abreast 
of latest data. 

(7) Printed translations: Translated scientific journals are now 
available in English. Although the Departmene has some of these 
journals in the original languages, many are needed in English. 
They are so expensive that it is not possible to purchase all that are 
needed with present funds. 

The acquisition of publications, whether by purchase, gift or ex- 
change, requires current awareness and information concerning all 
publications throughout the world on subjects required by our users. 
The library at present attempts to collect publications from 140 coun- 
tries in over 30 languages and in 50 scientific fields. $15,880 is 
urgently needed so that we can select, screen, identify, and order sig- 
nificant technical and scientific publications on a worldwide basis. 


CATALOGING AND CLASSIFICATION 


Hundreds of publications now being received regularly on world- 
wide exchange arrangements are not ‘being made available for use. 
Only publications ac quired by purchase or specific request of the 
library and some of the more important gift or exchange publications 
can now be classified and cataloged by the present staff. 

Chart No. 2 shows the backlog of public ations received in the library 
but not cataloged or available for use. The chart on the left illustrates 
the number of uncataloged volumes for each year since 1950. The 
other graph shows the combined total of significant publications col- 
lected since 1950 and remaining uncataloged today. 
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(The chart referred to follows :) 


CHART 2 


UNCATALOGED PUBLICATIONS-USOA LIBRARY 
Publications Acquired by Library But Not Cataloged 


MALTA ie LAO CUMULATIVE CATALOGING BACKLOG 


| Volumes Added (Thous.) Volumes Added (Cumulative Thous.) 
—————— | | 60 — 


: ; | | Leesenteall | ] | 
1950 '5! ‘52 53 ‘54 '55 ‘56 ‘57 ‘58 ‘59 | 5| ‘52 ‘53 ‘54 '55 ‘56 ‘57 ‘58 ‘59 | 


| 0 
' 
| 





Mr. Monruarpr. Again I refer you to chart 2 where we have tried 
to show pictorially the backlog building up of significant publications 
being acquired by the library but not being put to use because we do 
not have a staff to classify and catalog them. 

This again shows a growth in this backlog from 1950 through the 
present time. While much of the information in these publications 
has continuing as well as contemporary significance, they should k 
cataloged while they are current so that the information can be readily 
available to research people. 

Comparative studies made on a national basis show that our work 
load and output per person equal or excel any other library, yet we 
fall further and further behind in our cataloging and classification 
work. $17,700 is needed now to enable us to process some of the 
thousands of exchange publications currently received but no 
cataloged. 

BIBLIOGRAPHY OF AGRICULTURE 


The first, most comprehensive, and basic source of the availability 
of information in agriculture, and in many of the biological sciences, 
is the “Bibliography of Agriculture,” which is issued monthly by the 
library. This is internationally regarded as one of the significant 
reference tools in the natural sciences. During the past few years, 
while all other scientific indexing and abstracting services have in 
creased the number of items listed, the “Bibliography of Agriculture’ 
has gradually been reducing the number of articles announced to 
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Department scientists and the general public. Chart No. 3 shows 
that the “Bibliography” is not only unable to keep current with the 
world’s output of agricultural publications, but is not even able to 
list all the articles currently received by the library. 

(The chart referred to follows :) 


CHART 3 


AGRICULTURAL ( BIOLOGICAL) PAPERS: & ARTICLES 


Listings in Bibliography of Agriculture Vs. World Output 






Listed in 
Bibliography of Agriculture baal 


Not in Library 
or Bibliography 
of Agriculture 


25 % 


In Library - 
Not in Bibliography 
of Agriculture 


1S % 
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Mr. Monruarpr. In our last chart we have tried to show again pic- 
torially the partial job we are doing in giving a Jisting and notifica- 
tion of important scientific papers in agriculture and biology. The 
total circle represents the amount of material that is being produced 
in the world that should be listed. We are now handling 57 percent 
of the articles that have been published. The 25 percent of the 
material not being covered we do not acquire in the library, so nat- 
wally it is not in the “Bibliography,” but the other part, the 18 
percent, we have acquired these, but either we have not been able to 
catalog them or we do not have a staff in the Bibliography Division 
that can list them in the “Bibliography of Agriculture.” 

So here we are only doing a partial job in the listing of impor- 
tant scientific information. The result is a major loss to both present 
aid future scientists of a comprehensive index for locating specialized 
scientific articles. These deficiencies in the “Bibliography” result 
from the fact that the library is not acquiring nor cataloging com- 
prehensively the basic publications in agriculture and the related 
sciences, and because the staff in the Division of Bibliography is too 
small to list and index even the publications that are cataloged. An 
Increase of $12,700 will enable us to keep more nearly current with 
publications being received and in our efforts to make known the 
publications acquired in the USDA Library. 











DIRECT SERVICE TO SCIENTISTS 


A major weeding and inventory program is now underway whicel 

vill provide the library with two benefits. Some additional shelving 
space is being obt: tined, and better arrangement of materials results 
in improved and more effective service to readers. These and other 
aggressive steps leading toward the improvement of library service 
to Department scientists have been taken in the past few years. Hov. 
ever, the library today is being forced to refuse requests from a 
ment scientists who need specialized library assistance in order 
carry out their work. Requests for reference, literature searches, and 
bibliographies of past work are far more numerous than can } 
handled by our present staff. We request $12,600 so that we ma 
give the scientists in the Washington area much needed direct aid i 
searching, locating, and providing specialized scientific information, 
enabling them to devote more time to their specialized researe 
activities. 

The problems of the Department of Agriculture Library assum 
major importance as a result of the historical reliance unon it as 
national library. Officials of the National Science Foundation have 
recently stressed the urgent national need for maintaining and in 
proving the USDA library and its collection as a prime resoure 
in American scientific research. 

The Central Intelligence Agency has stated that its use of thi 


Department of Agriculture Library is second only to its use of the 


Library of Congress. Research workers at the land-grant institu: 
tions in every State rely upon this library for foreign, specializad, 
obscure, unusual, old and rare publications. We are looked upon 
as the ultimate source for worldwide information on agriculture and 
the related sciences. The funds requested will enable us to meet 
more adequately Department, Government, State, research, univer 
sity, and national needs for service that only we can give. 

Mr. Winrren. Mr. Mohrhardt, we have listened with interest ti 
your discussions of your problems and your needs, and we fully appre 
ciate them. 

LIBRARY EMPLOYMENT 


I would like for you to put in the record the total number of 
people that you had in this service in 1941, 1950, 1955, and perhaps 
1958. 


(The information requested is as follows :) 


Library ee: 


penis oe - tagrictnamaaa — — 





| : 
| Dec. 31, 1941 | Dec. 31 » 1950 | Dee. 31, 1955 | Dec. 31, 19% 
Full time : eres ¢ 221 | 170 | 148 i 
Other than full time 27 2 | l 

ee ee ae ‘ 221 172 150 | NU 


NEED FOR INCREASE 


Mr. Wuirren. Sometimes under the stress and strain of requests 
for large amounts of money for the soil bank and Commodity Credit 


Cor] 
mad 
thin! 


essel 

hope 

need 
I 

may 

smal 

they 
I 


com 


M 
afte 
that 

| 
imp 
in t] 
plat 

M 
We 
this 
and 
Ma 
also 
phy 
and 

1 
of t 
(en 
rem 
fac] 

I 
add 
spa 

| 


leas 


Can 
par 
the 
‘ut 
we 
ATV 
if y 


£0 | 





vhiel 


Iving 


sults 
other 


"V1Ce 


Lov 
‘part. 
er t 


sum 
as 
have 
1 im 


Ours 


f th 
F the 
stity 
lized, 
upol 
> and 
mee! 
vel 


ST 
ppre 


31, 1958 


is 


nests 
redit 


123 


Corporation operations and other places where mistakes have been 
made that total many times the total cost of your type of service, I 
think perh: ups we have been a little niggardly insofar as these very 
essential activities of the Department are concerned. I personally 
hope that we will be able to find our way clear to go along with these 
needed increases. 

I think in the information service and in your own service, and 
may I say in practicaly all of the smaller services, they tend to get 
smaller and smaller through no fault of your own, and frequently 
they are the very heart of the Department's activities. 

I wish to thank you for making a good case for your service anil 
commend you for the fine job that you and your associates have done. 


PILYSICAL FACILITIES OF THLE LIBRARY 


Mr. Marsuaui. Mr. Chairman, I have had quite an informative 
afternoon visiting the library service. I saw a number of things there 
that interested me ver Vv mue h. 

[ would like to ask Mr. Roberts what are the future plans for 
improving the ventilation, shelving, light, and almost everything else 
in that part of the Department? Does the Department have future 
plans for that ? 

Mr. Ronerrs. We are doing some work on that now, Mr. Marshall. 
We have retained the services of a library architectural consultant 
this year to go over our present library facility, the physical facility, 
and to make recommendations not only on how our library processes 
may be rearranged to get the most efficient type of processing, but 
also to make recommendations on what we might do to improve the 
physical facility, itself. Despite our efforts in the weeding program 
and so on—we are running into a very ser ious situation on space. 

The recommendations the Department will develop with the results 
of the study of the special consultant will then be submitted to the 
General Services Administration, with recommendations for possibly 
remodeling areas of the south building to provide better physical 
facilities for the library. 

Right. now it looks like it might result in the eventual building of 
additional space in one of the courts which is now used for parking 
space and service areas. 

[ am talking about something that is maybe 3 to 5 years off, but at 
least we are working on the initial stages of it now. 


STRENGTHENING OF LIBRARY SERVICES IN THE FIELD 


I had planned to respond to your earlier suggestion, when we 
came up at the opening of these hearings, to report on what the De- 
partment had done in connection with the project we discussed with 
the committee last year, and which the committee in its report gave us 
luthority to go ahead on—namely, field library services. In addition, 
we h: ave completed two other improvements involving journal routing 
ind a special “weeding out” of archival materials. I can do that now 
if you wish, or I might put it in the record. 

Mr. Wurrren. We would be glad to have you go ahead, if you will. 

Mr. Ronerrs. A year ago we proposed to the committee that in order 
to provide better library services to our research people, particularly 
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in the field where large concentrations of scientific people are located, 
we make an adjustment in our library services so that certain of ow 
agencies, particularly ARS and the Forest Service, could provide 
better library service to specified locations in the field. This involved 
primarily the four utilization research laboratories of ARS, the For. 
est Products Laboratory at Madison, the Animal Disease Labor atory 
at Plum Island, the forest and range experiment stations, and the 
National Animal Disease Laboratory which is being completed a 
Ames. 

I would like to submit for the record a memorandum we issued 
which provided for this change. 

Mr. Wurrren. Without objection, it will appear in the record at 
this point. 
(The document referred to is as follows :) 

U.S. DEPARTMENT OF AGRICULTURE, 


OFFICE OF THE SECRETARY, 
Washington D.C., June 25, 1959. 


MEMORANDUM No. 1431 


FIELD LIBRARY SERVICES 








Since 1942, USDA library facilities and services, in both Washington and the 
field, have been centralized under the direction and supervision of the Director 
of the Library in accordance with Secretary’s Memorandum No. 973. 

As research and other programs have been strengthened and decentralized 
over the years, library services for field employees have been provided through 
branch libraries, station collections, and contract arrangements with libraries 
of land-grant institutions. 

Based on studies of library services needed and available to USDA programs 
in the field, it has been determined advisable to strengthen field library services 
to more effectively support research undertakings which have been augmented 
substantially in recent years. To achieve this objective quickly, and to better 
correlate supporting library services with current program needs, agency-admin- 
istered libraries are hereby authorized at field locations hereinafter designated 
where concentration of work and research staff warrants on-site library services. 

This objective shall be pursued without engaging in services which the De 
partment library can perform with greater economy and efficiency. The Di- 
rector of the library will, therefore, prescribe library policy, standards, and pro 
cedure for the conduct of these field library services, and will exercise such 
controls as are needed to coordinate library services in the Department and 
avoid duplication of effort. 

Facilities of land-grant and other libraries which are available to field 
employees should continue to be utilized to the fullest extend practicable. 

Effective July 1, 1959, libraries located at the four utilization research labe 
ratories of the Agricultural Research Service, the Forest Products Laboratory at 
Madison, Wis., and the Animal Disease Laboratory at Plum Island, shall be 
administered by the agencies, respectively, that have responsibility for the 
laboratories. 

Agency-administered library services may be established as soon after July 
1, 1959, as desirable or practicable for the Forest Service forest and range ex- 
periment stations and for the National Animal Disease Laboratory at Ames, 
Iowa. 

Personnel, property, records, and funds of the library used for maintenance 
and operation of existing library services at the field locations named above as 
determined by the Administrative Assistant Secretary, will be transferred to the 
administering agency effective July 1, 1959. 


































Ezra Tarr Benson, Secretary. 
Mr. Roserts. Today, the libraries have been strengthened at the 
four utilization laboratories and the Forest Products Laboratory at 
Madison. ‘Two libraries have been established at forest and ran 
experiment stations at Portland and Berkeley; three others are in 
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the proposal stage at New Orleans, Asheville, and Atlanta. To im- 
jlement this part of our recommendation we have proposed transfers 
in the estimates for 1961 which enables the plan to be put into effect 
permanently and adjusts the budget accordingly. 


JOURNAL ROUTING 


On journal routing in the Department, we made a survey of meth- 
ods and procedures both in Washington and in the field. 

The survey disclosed extensive routing of free and inexpensive 
journals that involved disproportionate service costs. The extensive 
routing also delayed the access of these materials to our scientists. 
For example: 

On the periodical, Agricultural Engineering, we had 37 copies that 
were routed. Each of them was routed to an average of 15 readers 
at 11 different locations; on the Agronomy Journal, each of 44 copies 
were routed on an average to 15 readers at 11 different locations; the 
periodical Soil Science, had 34 copies that were routed to an average 
of 20 readers at 9 different locations. You can imagine the length 
of time that was required for these journals to be routed across the 
country to these various different locations and then at each location 
to have on average 15 readers or 20 readers seeing it before it was 
mailed to the next location. This we thought was an unnecessary 
expense in terms of personal services and handling costs. 

To overcome it we directed the agencies to handle this problem 
themselves in lieu of Library routing. We have made them respon- 
sible for the acquisition of a sufficient number of journals and periodi- 
cals for routing to their own field employees. This has ne money 
which has heretofore gone into preparation for mailing, postage, and 
handling costs that can now go into the purchase of a few more copies 
of these journals, thus making them accessible to our people more 
quickly—rather than have research staffs and others wait for months 
before they have an opportunity to see what is coming out currently 
inthe journals. 

Under this procedure, responsible agency officials will also deter- 
mine the need for the service, which hasn’t been the case in the past. 
Heretofore a person would merely write to one of our field library 
locations and say “Put me on the list for”—let us say—for Soil 
Science, and the periodical would be routed to them. There was no re- 
sponsible determination that they were people who were really in need 
of this kind of service. 

In the Washington metropolitan area we also made some changes. 
One was that the free and inexpensive journals should be routed 
by the agencies concerned. 

A second, that all other periodicals would be provided and routed 
by the Department Library except when five or more employees of 
the same agency would require a given journal on a regular basis; then 
that becomes the responsibility of the agency. 

A third, that the Department Library would continue to be responsi- 
ble for the routing of rare and unusual and expensive journals. We 
issued a circular on that, a copy of which I would be glad to put in the 
record. 

Mr. Wuirren. It will appear at this point in the record. 
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(The document referred to is as follows :) 





DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D.C., December 10, 1959, 











MEMORANDUM No. 1485 


JOURNAL ROUTING SERVICES 










1. Present situation.—In order that employees of the Department may review 
current periodical literature associated with their official duties a variety of 
arrangements have been devised in the past, to route journals to employees 
throvghout the country. This has been done by the Department Library, by con- 
tract arrangements with the libraries of land-grant institutions, and by indi 
vidual agencies which subscribe to needed publications. These arrangements 
have recently been studied with a view toward better service and careful con- 
sideration of justified needs for journal routing. 

2. Contract services terminated in field.—By agreement with the libraries of 
the University of California, the University of Florida, the Oklahoma State 
University, the University of Rhode Island, and the library of the Forest 
Proijucts Laboratory at Madison, Wis., field services rendered by these sources 
were terminated August 31, 1959. The agencies of the Department whose offices 
and employees in the field are affected by this change have made appropriate 
arrangements to provide necessary routing through agency facilities. 

3. Journal routing in Washington area.—sStudies of the current policies, pro 
cedures, and costs of periodical routing to Department agencies in the Washing- 
ton area indicate that a realinement of responsibilities will result in greater 
efficiency and service. Routing of free and inexpensive journals by the library 
involves service costs that are greater than the cost of obtaining the journals 
through other arrangements. A basic factor in the effectiveness of periodical 
routing is prompt availability of the journals. Extensive routing lists result not 
only in delayed access to the user but involve excessive personnel services costs. 
In order to make department-wide economies and to meet employee requirements 
for prompt access to periodicals needed for official use, the following division 
of responsibility for periodical routing will become effective March 1, 1960. The 
main library and its branch at the Agricultural Research Center in Beltsville, 
Md., will continue to provide journal routing with these exceptions: 

(a) Periodicals costing $2.50 or less per year, as well as periodicals obtainable 
free, will not be routed by the library, but will be provided by the agencies 
concerned. 

(b) Whenever five or more employees in an agency require the same journal 
on a regular routing basis, that journal will be considered to be of primary inter- 
est to the agency, and except as provided in (c) below, its purchase and routing 
(regardless of annual subscription cost) will be the responsibility of the agency. 
Servicing of employees by their agencies will enable the readers to have prompt 
access to current periodicals, will make them available for ready reference, and 
will result in reduced overall costs. 

(c) The library will continue to route unusual, rare, and expensive journals 
which can be provided more economically through the library. Included in this 
category will be foreign scientific journals obtained by the library on an exchange 
basis. 

(d) The library will accept journal routing requests only when they are sub 
mitted through a responsible official to be designated by each agency head. 

These standards do not preclude agency subscriptions for any journals regarded 
as essential to official business and the routing of such publications for the in- 
formation of employees. 

4. Revision of library routing lists.—Agency heads will submit to the Director 
of the library on or before February 1, 1960, lists of employees requiring library 
journal routing with the names of the approved journals to be supplied to each. 
These lists will be substituted for the present routing lists effective March 1, 
1960. Thereafter, library routing lists will be revised as of November 1 of each 
year. 






































RALPH S. ROBERTS, 
Administrative Assistant Secretary. 
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EMERGENCY WEEDING PROGRAM FOR ARCHIVAL MATERIAL 


Mr. Rozerts. The third job involved is an emergency weeding pro- 
oram on administrative and operational archival material. For a 
good many years, the library has been putting on its shelves adminis- 
trative and operating archival material that was a duplication of what 
the agencies were preserving on the premise that they should keep 
their own files of administrative and operating materials for reference 
purposes. 

o avoid this duplication, we determined that that material should 
no longer be retained in the library, and that we would hold the 
agency responsible for archival material of an administrative and 
operating character. This enabled the library to remove about 4 
million pieces of published material from its shelves and thus make 
available for regular library use over 3,000 linear feet of badly needed 
stockroom space. 

I have a copy of the circular we issued to effectuate this change, 
if you wish to have it in the record. 

Mr. Wurrren. We will be glad to have it included in the record. 

(The document referred to is as follows :) 


U.S. DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 18, 1959. 


MEMORANDUM No. 1428 
ARCHIVAL RESPONSIBILITIES OF USDA AGENCIES 


1. Background.—Based on Secretary’s Memorandum No. 1425 the Office of 
Administrative Management, in collaboration with the library, conducted a 
survey of so-called archival material in the library. Considerable material was 
found which is not essential to the performance of the library’s basic function 
of providing reference and bibliographical services. Agency advice was solicited 
and relied upon in determining that various miscellaneous types of adminis- 
trative material in possession of the library should be removed from the shelves. 

2. Library responsibilities—The Director of the library no longer will be 
responsible for maintaining a departmental archive of agency administrative 
materials. His responsibilities will be limited to substantive materials pertain- 
ing to agriculture and its related sciences which in his judgment are needed 
for effective library service. Maintenance, storage and appropriate disposal 
of archival material will be the responsibility of each agency within its subject 
matter and functional area. 

38. Agency responsibilities—Each agency or staff office should retain those 
records necessary for documentation of its substantive functions, its organiza- 
tional and administrative development, and its policies and procedures. 

4. Records retention instructions.—Retention and disposal schedules in each 
agency should be amended to provide for the permanent retention of one record 
set only of printed or processed administrative and operating materials: such 
as current and superseded agency organization and position charts, budget 
records, procedural manuals, directives, rules and regulations, circulars of a 
substantive nature, operating instructions, annual reports, transcripts of hear- 
ings, minutes of meetings and conferences, or any regularly recurring issuance 
that establishes a course of action for the agency or one of its component 
units. 

Provision should be made in the records control schedule for the transfer of 
this permanently retained material to a Federal records center when it is no 
longer required for current operations in an agency. 

RawtpH 8. Roserts, 
Administrative Assistant Secretary. 
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Mr. Roserts. I believe all three of these changes, Mr. Chairman, 
are going to mean more effective utilization of journals, periodic: als, 
and scientific publications by our scientists. It is also going to result 
in more effective utilization of the time of our library “people on. im- 
portant library services. 


PLANS FOR REMODELING 


Mr. Marsuauyi. Mr. Roberts, we were having a conversation a 
moment ago about the Department’s plans. I realize that this year 
the budget has been prepared and it has been submitted to this Con- 
gress. I realize it is a little late to be getting into some of the items 
that appear in the budget, but it seems to me that the situation over 
there 1s such that the Department ought to be making some plans, 

rather than expecting a 5-year plan to take care of the situation, 

You are going to be doing some remodeling over there, as I under- 
stand. That certainly isn’t going to relieve the congestion problem 
in your library. I would expect “that when you come up next year, 
that. you will have some more definite plans, and perhaps make some 
submission to the Bureau of the Budget to improve the living quar- 
ters down there. 

It seems to me that some of the quarters down there, it is almost 
a terrible thing to put good, conscientious people working in some of 
those spots down there. 

Mr. Roserrs. I am very happy that you are interested in it. We, 
ourselves, want to improve it as rapidly as we can, but I want to point 
out, Mr. Marshall, that our problem is one primarily of space. 

Mr. Marsuauu. I appreciate that. 

Mr. Rosertrs. The space problem is one which we ourselves can't 
correct, directly. We don’t submit budget estimates for the building 
of additional quarters in Washington; we must go through the Gen- 
eral Services Administration. Space in Washington is their responsi- 
bility. 

When we finish our survey in the library, we will submit it to the 
General Services Administration and they . In turn, will consider it 
in connection with their building plans. Where this will fall in 
terms of their priorities, I have no idea. 

Mr. Marsnauti. Don’t you think we might have to transfer some- 
body from the General Services Administration to live in those quar- 
ters for a while before they recognize your problem. 

Mr. Ronerts. That might bea good idea. 

The reason I said 3 to 5 years, I know that they plan way out 
ahead on their building program. While this is not a major problem 
for them, but it is going to involve a good deal of money before we 
get the job completed. 

Mr. Marsuaut. It is a problem for the personnel working in those 
quarters. 

APPROPRIATION REQUEST 


T noted that in your budget request, Dr. Mohrhardt, we appro- 
priated $900,000 in 1960, and you are requesting $895,660 for 1961, 
which is considerably less money ; that you have to absorb your health 
payments, and that while you are making a request for some revision 
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in your bibliography and your work in the library, yet the money 
that you requested certainly isn’t going to cut down on any of the 
backlog to any appreci: able extent, is it? 

Mr. Mouriarpr. No, sir. 

May I answer the first part of your question this way: Probably 
I should have pointed out in my statement that there was an apparent 
loss this year. Actually, this results from the fact that under the re- 
organization we transferred money out to the agencies when they 
took over these branch libraries. 

Now, Mrs. Oliveri, the administrative officer, could go through that 
quickly. 

Mrs. Oxutverr. The total transfer was $68,100. This, of course, was 
subtracted from the $900,000 and resulted in a base of $831,900. Since 
we no longer have responsibility for field libraries, this year’s request 
for $895,660 provides an increase for the Washington Library of $63,- 
760, w hich includes the health benefits costs. 

Mr. Marswauyi. While I asked my question in several parts, the 
last part of my question was one that I was getting to—that isn’t 
going to cut down on your backlog ¢ 

Mr. Monrnarpr. | think the best answer I can give is this. As 
you indicated, the amount we are asking for won’t completely take 
care of the problems we have, and I admit this very frankly. But it 
istied in with the problem you raised earlier of space. 

We are limited in the number of people—even if we had unlimited 
funds, we wouldn’t know where to put the people under the present 
conditions. This is tied up in this whole space problem. 

Mr. Marsuauy. I certainly appreciate that, but you are going to 
come back up here next year to present before this committee your 
problem, and you are going to have a backlog fully as great if not 
greater than it is today, That is what you are going to ‘do. 

I am not a prophet, but I am guessing that is “what you are going 
todo. 

Mr. Monruarpt. I think you are an excellent prophet. 

Mr. Marsnauu. I think you are doing a fine job down there. 

Mr. Wurrren. Gentlemen, we wish to thank you again for a fine 
presentation. I personally appreciate the points that have been made 
by our colleague from Minnesota. 

We stay so busy that few of us have the opportunity to visit as 
many places as we should, But the statements made here today indi- 
cate the value of making such trips when we can. And this matter 
will have the consideration of the committee. 

Thank you, again. 
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Marcu 9, 1960, 
STATEMENT OF SECRETARY OF AGRICULTURE 
WITNESSES 


HON. EZRA TAFT BENSON, SECRETARY OF AGRICULTURE 

TRUE D. MORSE, UNDER SECRETARY OF AGRICULTURE 

ERVIN L. PETERSON, ASSISTANT SECRETARY OF AGRICULTURE 

MARVIN L. McLAIN, ASSISTANT SECRETARY OF AGRICULTURE 

CLARENCE L. MILLER, ASSISTANT SECRETARY OF AGRICULTURE 

KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICE 

RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 

FRANK A. BARRETT, GENERAL COUNSEL, DEPARTMENT OF AGRI. 
CULTURE 

MARTIN SORKIN, ASSISTANT TO THE SECRETARY OF AGRICUL 
TURE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Mr. Wuirren. The committee will come to order. 
Mr. Secretary, we are pleased to have you before us, along with 
your associates, today. 


OveRALL AGRICULTURAL SITUATION 


This committee has spent some weeks now in reviewing the overall 
agricultural situation. I believe this is the eighth year that most of 
the members on this committee have been across the table from you 
and your associates. 

On this side of the table, once we get through with the hearings we 
become the advocates for the funds essential to run the Department 
before the whole Appropriations Committee and before the Congres. 

Thinking back to 8 years ago, it just does not seem possible that that 
much time could have passed. I am sure in the intervening period 
you have given your job the best you have, and I think the Congres 
feels it has, and I know the farmers have done the best they could 
However, reminiscing a little about what has transpired between that 
time and this, I think we have reached the point where recrimins- 
tions and differences of opinion certainly will not meet our problem 

I was disturbed particularly last week when a request for capital 
restoration to the Commodity Credit Corporation was turned dow 
by the Appropriations Committee. May I say, it was done against 
the strong efforts of this subcommittee. To me it was indicative of 
the build-up of sentiment against agriculture generally, and farm 
programs generally, by the American people. 


APPROPRIATIONS FOR THE DEPARTMENT 


Although I know you have a general statement and undoubtedly 
some of the facts will be touched on in your statement, for the record 
[ think we should point out—what has happened in that 8-year period, 
despite your best efforts, and in spite of the committee’s best efforts, 
and the Congress’ best efforts, and the farmers’ best efforts, none of 1 
having our way entirely—8 years ago the budget that you inherited for 
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the Department of Agriculture was $733.5 million for regular activ- 
ities. In 1961, the budget as submitted to this committee, after 8 years 
is up to $1,342 million. That is an increase of 8 percent over 1953 
budget. 


PERSONNEL 


Looking further, the personnel in the Department on December 31, 
1952, in Washington, numbered 9,894, and in the field was 57,512, 
making a total of 67,406. 

On December 31, 1959, in the Washington office of the Department 
of Agriculture, there were 11,191, and in the field 75,317, making a 
total of 86,508, an increase of approximately 28 percent. 


COMMODITY CREDIT CORPORATION 


Now, we look to the Commodity Credit Corporation, which has 
been the organization that has underwritten price supports. That 
corporation was created, I believe, in 1933. From 1933 through 1952 
the losses by that corporation were only $2.6 billion, From 1952 
through 1961, that is, including the estimate before us, there will be 
losses of some $8 billion. These figures come from the statements and 
evidence that has been submitted to the committee in our hearings 
up to date. / d f 

In addition to that on January 1, 1953, the Commodity Credit Cor- 
poration holdings in inventory were $1,053,400,000, and loans out- 
standing were $1,398,800,000, making a total investment for the Com- 
modity Credit, Corporation of $2,452,200,000. 

Eight years later we find that the Commodity Credit Corporation 
holdings and investments have gone up to $9,240 million. 

On December 31, 1952, the total borrowing authority of the Com- 
modity Credit Corporation was only $6.75 billion. That has now 
gone up to $14.5 billion. 

The other figures which have been submitted by the Department 
I will go into later, but by and large they show that price supports 
have been reduced on an average of 20 percent, and that the take of 
warehousemen and middlemen has increased about 20 percent. It 
shows that farm income has gone down about 20 percent, and it shows 
farm costs have continued to go up. 

With that kind of a situation, it is not a happy day that we and 
you face. 

I mention these things so that you might touch on them in talking 
to the committee. We will be interested because the situation is so 
acute that. the subcommittee is being urged to authorize use of 
commodities on hand to bring about reduced production. I am 
hot saying that in criticism of the Congress, because the Congress 
has just as much difficulty in getting recommendations from the De- 
partment as it may have in getting some agreement in these fields. 
But I wish you would, in your statement to the committee, explain, 
if you can, or what we can do. 

Now, you have not had everything like you wanted it, and the 
Congress has not had everything it wanted. When we passed the 
bills, the President on your recommendation vetoed them because he 
didn’t get what he wanted. We would like to hear your suggestions 
as to what in the world can we do. 
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Secretary Benson. Mr. Chairman and members of the committee, 
I appreciate the opportunity of meeting with you again. I would 
like to present the statement we have and then respond to some of 
the questions raised by the chairman on those points that may not 
have been covered in the statement. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, once again I welcome 
this opportunity to review with you the condition of our Nation’ 
agriculture. This review will include some of the achievements and 
progress and show the fundamental soundness of agriculture along 
with some major problems. 

Frequently we tend to emphasize only the problems in American 
farming and ranching. This is natural, of course, since we are all 
concerned with the vital matters of farm i income, the cost-price squeeze, 
and the adjustments facing farmers during these years of great scien- 
tific changes and adjustments i in farming. 

However, there is much that is good in agriculture, much for which 
we should be thankful. We should not only recognize this in ou 
discussion, but we should let our farmers and the American public 
know that we understand and appreciate this fact. 

Farmers and ranchers have done and are doing a magnificent job, 
The productivity, efficiency, and quality of our agricultural plant is 
unmatched in history. 

Our agriculture is the envy of the world. I am proud to have been 
associated most of my life with the fine rural people who have 
achieved this record. 

INCREASING EFFICIENCY 


We know we have an efficient agriculture from the fact that we are 
a well-fed people. This efficiency also has enabled us to share our 
God-given abundance with the world’s needy to a greater extent than 
any other nation in all history. Still our storage bins bulge with 
wheat, corn, cotton, and grain sorghum. 

It is a paradox that this superefficiency has created disturbing 
problems, especially in wheat. But this is certainly not the fault of 
our farmers. 

They are not to blame. Farmers have been giving their best to 
the job they know better than any other farmers in the world. They 
are the most efficient and they are proving it. 

“arm productivity has been growing at more than twice the rate 
of productivity of workers in other industries. In the decade just 
ended, output per man-hour in agriculture increased on the average 
of 5 percent per year. In nonfarming industry, output increased 
only 2 percent per year. 

In cotton, wheat, and livestock the story is dramatic. The output 
per man, per acre, per animal, has been continually going up. 

This has enabled all of us to eat better and dress better. It has 
contributed to our remarkably high standard of all-round living. 
Food today is a good buy because of farmers’ efficiency. 

We are the world leader in agriculture today because of our farmers. 
Let us pay tribute where tribute is due. I stress this point because 
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there are those who accuse farmers of somehow taking undue advan- 
tage of Government programs. I say this is unfair and untrue. 
Farmers are only doing what any good businessman would do—re- 
sponding to price inc entives. This was ac hallenge which they have 
accepted. ‘Trouble has been the result, but it is not the farmer’s fault. 
Farmers are not responsible for the high cost of Government’s in- 
volvement in their business. Public opinion polls indicate that most 
farmers would prefer to have less Government in agriculture. 

Some people dramatize and exaggerate the size of the agricultural 
subsidies. This is partly because aids to agriculture are out in the 
open where everybody can see them. But farmers do not want to 
depend on subsidies. Moreover, many other groups also receive siz- 
able subsidies. 

Furthermore as we all know, a good part of the Government outlay 
of funds for agriculture is of benefit to all our people and those in 
other countries. Meat inspection, to give just one example, serves the 
public primarily and directly. The extension service gives much as- 
sistance to urban and other nonfarm groups. Re search, which results 
in better products and new uses, and in lower costs, too, benefits 
consumers generally. Surplus disposal helps the needy at home and 
abroad. 

PRODUCTION AND SUPPLY 

A little less than a year ago, in my last appearance before this 
committee, I reported on the record year of production just ended, 
which I called “a year of abundance for nearly all farm commodities.” 
We did not expect then that 1959 would be a year of similarly high- 
crop production plus a record output in livestock. 

But, as we know, in 1959 crop production equaled the 1958 record, 
while livestock production rose about 214 percent. 

Farmers continued to use scientific advances and the weatherman 
cooperated with another excellent growing season except for scattered 
areas, 

We harvested a record 414-billion-bushel corn crop, mostly due to 
the return to production of 7 million acres from the acreage reserve 
and a shift from other feed grains and oilseeds, and also due to un- 
usually favorable weather. ‘Disappearance e of corn continues at a 
record rate, however, with a record consumption in prospect from this 
crop. Disappearance so far this marketing year is 7 percent above a 
year earlier, which was itself a record. 

The wheat carryover is expected to increase to a record high 1.35- 
billion-bushel level. 

There was high production of livestock and livestock products, poul- 
try and poultry products, and fruits and vegetables. It was again a 
year of abundance for nearly all farm commodities. 


FOOD CONSUMPTION 


Marketings of farm products were 2 percent greater in 1959 than 
in 1958, w ith substantial increases of cotton and corn, and noteworthy 
increases also in hogs, tobacco, fruits, and nuts. 

American consumers, backed by conditions of national prosperity, 
continue to show a growing preference for high protein foods. Live- 
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stock and livestock products bring in 56 percent of farm cash income, 
Beef cattle alone bring in 23 percent. 

Farmers obviously have a big stake in the general prosperity of the 
Nation. 

Demand for food in 1960 is expected to surpass that of last year. 

Food store sales in late 1959 and in early 1960 continued a little 
above a year earlier. The steady rise in population and improving 
living standards create an expanding market for our agricultural 
proc luction. 

CURRENT SITUATION 


Prospects for the immediate future are that we will continue to 
have more than enough products to meet all domestic and foreign 
needs. 

Hog slaughter last year and thus far this year has been large. How- 
ever, farmers have signified their intention to reduce their 1960 spring 
crop. This should mean improved hog prices this year. 

Kgg production is expected to be less than in 1959. Increased tur- 
key ‘production is under way. Broiler production continues at high 
levels. Milk production about equal to that in 1959 is in prospect. 


EFFECTIVE USE OF OUR ABUNDANCE 


Burdened as well as blessed with an abundance of agricultural prod- 
ucts, we are making effective and humanitarian use of these vast sup- 
plies of a few crops. 

We are pushing forward with President Eisenhower’s food for 
peace concept, using existing programs, especially Public Law 480. 

We have been reviewing our present methods of helping those at 
home and abroad with our surpluses and at the same time are seeking 
opportunities for development and improvement. 

Our exports will be high this fiscal year. Estimates now are that 
the total will be close to $4.9 2 billion, the second highest in our history. 

Much of the gain in exports will be the result of this year’s far 
larger cotton shipments. Cotton exports will be more than double 
last year’s total. 

This high export volume is equivalent to the output of more than 
50 million acres of c ropland. 

Exports for dollars—70 percent of the total—will total about $2.9 
billion, the second highest of record. This is gratifying. Sales for 
dollars is our traditional means of mov ing farm products. We shall 
continue to give top prior ity to such sales. 

As I indicated, we have moved ahead with food for peace, using 
Public Law 480 as a principal tool. 

By consulting with other wheat-exporting countries we have 
achieved a greatly improved understanding of U.S. objectives in 
sharing our abundance abroad. We have had several meetings with 
representatives of Canada, Australia, France, and Argentina. Asa 
result, a Wheat Utilization Committee was formed which now has a 
mission in the Far East studying possibilities for increasing the use 
of wheat. ' 

These meetings have underscored the need to be sure that our vari- 
ous export programs are used to promote sound market development. 
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A significant use of Public Law 480 is the market promotion pro- 
gram in which we use foreign currencies to promote the sale of Amer- 
iean farm products for dollars. This has been particularly successful 
in the marketing of poultry. 

Emphasis is also being placed on the use of foreign currency funds 
to reduce inadequacies in these countries of facilities for grain stor- 
age, handling, and distribution. Such inadequacies slow down the 
importation of commodities. 

Since 1954, about $5.5 billion worth of farm products have been 
exported under Public Law 480. This is 26 percent of all our farm 
exports. 

We will soon be submitting to Congress proposals which will make 
possible the establishment of reserve stocks of wheat abroad to be 
available in the event of crop failure, and to make it possible to use 
farm commodities as wages on oversea development projects. Both 
of these plans will help speed commodities to areas of need. 

Under proper degutiede we are hoping to work out Public Law 
480 programs which provide agreements for more than 1 year. 

Most gratifying to me in the utilization of our surpluses have been 
donations to deserving people here at home and abroad. We have also 
purchased under section 32 authority items temporarily in surplus 
which have been put into domestic donation channels. 

Since 1953 we have distributed a total of 13 billion pounds of sur- 
plus foods, valued at $2.7 billion. 

Over 21 million U.S. citizens received such donations last fiscal 
year—a record number. These are distributed by the States to school- 
children, charitable institutions, and needy families. 

Some 60 million people in 91 foreign countries benefited from dona- 
tions made through U.S. voluntary agencies in the name of the people 
of the United States. 

We are currently distributing wheat flour and corn meal, rice, and 
nonfat dry milk solids to all domestic recipients. Our stocks of butter 
and cheese, once very large, have been reduced to the point where dona- 
tions currently are made only to schools. 

You will recall that in 1954 we had piled up in Government storage 
466 million pounds of butter, 435 million pounds of cheese, and 600 
million pounds of dry milk. All of these stocks have been liquidated 
or committed to use. They no longer hang over the market. A num- 
ber of other commodities of which there were lar ge Government stocks 
a few years ago have also been moved out of Government hands into 
use. Lard and dried eggs are items of recent purchase which have 
been going into domestic channels. 

Commodities are not made available for overseas distribution until 
all domestic requests are met. 

We will continue to take every feasible action to see that surplus 
foods acquired get to those who have a real need. 
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FARM INCOME 


After a good year in 1958, net farm income declined in 1959. This 
deeply concerns me and I am happy to see that the farm price index 
went up 3 points in January and 2 more points in February this year, 
lam hopeful that this trend will continue. 

Last year’s drop was caused by lower prices for some commodities, 
particularly hogs, broilers, and eggs; the elimination of the acreage 
reserve ; and higher production costs. 

Advancing costs continue to hurt farmers. They are adversely 
affected by “inflation probably more than any other group in the 
economy. In agriculture it is not generally possible to pass along in- 
creasing production costs in the form of higher prices. 

Between 1939 and 1952 the index of prices paid by farmers, in- 
cluding interest, taxes, and wage rates, rose from 123. to 287, a 
rise of 133 percent. In February 1960 the index stood at 299, up 
only 4 percent from 1952. But most of the damage had already 
been done. 

Realized gross farm income in 1959 was an estimated $37 billion. 
This is about the same as 1951 and 1952. The income from crops 
was actually $200 million more in 1959 than in 1958—and was the 
highest on record. The decline in farm gross marketing receipts 
came from smaller returns from hogs and poultry. The realized net 
income of farm operators from farming totaled $11 billion last 
year. This compared with $13.1 billion in 1958 and is about the 
same as 1957. 

The outlook for 1960 is now brighter than it was at the time of 
our outlook conference last fall. The hog situation seems much im- 
proved. As I mentioned earlier, we anticipate exports of about $4.2 
billion in fiscal 1960—up $200 million over the prospect last fall. 

As we appraise the year ahead, dairy income will pene. tg the 
highest: of record, poultry income will be better than last year, and 
cattle prices are expected to hold at satisfactory levels. 

In looking at the balance sheet for agriculture, these facts should 
also be observed : 

Total agricultural assets are at an all-time high of $208.2 billion. 

Total debt owed by farmers is $24 billion, or only 1114 percent of 
agricultural assets. 

The net equity of U.S. farmers is $184.2 billi an incre: 
$33 billion since 1952 and $141 billion since 1940. 

Per capita income from all sources of persons living on farms 
last year was $960, $109 more than the 1947-49 average. 

Farm ownership is record high, with two out of three farms free 
of mortgage debt. 

Farm foreclosures are extremely rare—near a record low. 

I have a table to present for the record, Mr. Chairman, on farm 
population and income of the farm population for the period 1929-59. 

Mr. Wuirren. Without objection, it will be made a part of the 
record at this point. 
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(The table referred to is as follows :) 


Farm population and income of the farm population, 1929-59 


Farm population Net income from Net income from | 
(Apr. 1)! | all sources | agricultural 


|— 
| 


sources 4 Total 
migra- Income net 
tion | | from income 
Asaper-| toand | Realized | Total | Realized | Total | nonagri- | from all 
| centage from | (excludes (includes | (excludes (includes| cultural | sources 
Number | of total | farm 3 net | net net net sources per 
| popula- change | change change | change person 
tion? | in inven- | in inven- | in inven- | in inven- 
} tories) tories) | tories) tories) 


Net 


Thou- | Thou- | | | | | 
sands Percent | sands_| Billions | Billtons | Billions | Billions | Billions | 
30, 580 25.1 —477 (5) | (5) $7.1 | $7.0 | (5) | 
30, 529 8 | —61 (5) | (5) | 5 5. (5) 
30, 84! 24.8 156 | (8) (8) (5) | 
l 
Rg 


607 (5) (5) | (5) 
—463 (5) | (5) | (5) 
$6 $5.3 | 

7.9 
a 





— 527 
—799 
— 834 
—661 
545 
-703 
—633 
—1, 424 
975 
563 
564 
sO4 
15] 
1, 686 
— 371 
1,314 
1, 302 
271 
-1, 996 
1,171 
—91 
— 256 
2, 236 
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Farm population as defined by Department of Agriculture and Department of Commerce, i.e., civilian 
population living on farms, both urban and rural, regardless of occupation 


?Total population of United States as of July 1, excluding Alaska and Hawaii; includes Armed Forces 
abroad 

+ Net change for year beginning Apr. 1, estimated by Department of Agriculture. For 1940 and subse- 
quent years, includes inductions and enlistments into Armed Forces, and persons returning from the Armed 
Forces. For all years, includes persons who have not moved but who are in and out of the farm populatiou 
because agricultural operations have begun or have ceased on the places where they are living. 

‘Net farm income plus wages received by farm resident workers, not shown separately. 

§ Not available. 

6 Preliminary. 


PROGRESS OF USDA PROGRAMS 


Secretary Benson. It is well at this point to review briefly our 
old-line agricultural programs which operate year in and year out 
with great benefit not only to our farmers and ranchers, but to the 
Nation as a whole. 

Although the spotlight is often centered, on emergency programs 
and those for stabilization of production and price, our other activi- 
ties are of great importance and deserve attention. 
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RESEARCH 






Aggressive, balanced and continuous agricultural research in such 
fields as production, processing, marketing and new uses keep our 
technology up to date and assure us of a steady flow of products from 
our farms, ranches and forests that meet the needs of a rapidly ex. 
panding population. 

The field of research is much too broad for review here, but it 
should be noted that appropriations for research carried on and 
coordinated by the Department together with funds made available 
to the land-grant colleges have more than doubled since 1952. Funds 
available for research, including foreign currencies and payments to 
State experiment stations, have increased from $66.9 million in 1952 
to $136.2 million in 1960. This speaks well for the interest this 
committee has in progress in the agricultural and related sciences, 
and the importance you place on research as an aid to farm producers, 
the food trade and the consuming public. 

We have emphasized the search for new uses for farm products that 
will be of practical value and application. I have recently appointed 
Dr. Roy Chester Newton, of Michigan, to study and coordinate our 
utilization research efforts. Dr. Newton brings years of experienc 
in the scientific and farm business fields to this post. 

The 1961 budget recommends additional appropriations, together 
with additional local currencies acquired under Public Law 480, for 
utilization and new uses research. 

With research responding to the challenge, by 1975 we will be using 
an extra 170 million bushels of cereal grain in paper products, 10 
million additional bushels for industrial chemicals and other nonfood 
products, 50 million more bushels for producing biological agents 
for pest control, and 250 million extra bushels in food products. 





EXTENSION SERVICE 






Perhaps our greatest point of contact with farmers and ranchers 
is through the education and information activities of the extension 
service. Extension provides the know-how of farm and home man- 
agement, as well as valuable marketing and consumer services. We 
have recognized its value to the extent that appropriations for this 
work have almost doubled since 1952, from $33.5 million to $641 
million. 

Helping farmers keep up with our dynamic agriculture is one of 
the challenges to which the Extension Service has responded. A re- 
cent 2-year study of its programs, policies, and objectives known 4s 
the SCOPE report is helping keep the program current with needs. 
Extension workers are adjusting their programs in line with these 
needs. 









SOLL CONSERVATION SERVICE 








The Soil Conservation Service is providing technical help to 2,841 
of the 2,867 soil conservation districts in the 50 States, Puerto Rico, 
and the Virgin Islands. These districts include about 95 percent of 
all farms and ranches and more than 90 percent of the Nation's 
farmland. 

Local organizations over the Nation have submitted about 1,250 
applications for assistance in watershed protection and flood preven- 
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tion work covering more than 80 million acres. The beginning of 
actual operations has been approved on 212 watersheds covering about 
121% million acres. Conservation land treatment 1s progressing satis- 
factorily on all watersheds. 

For Soil Conservation Service activities, including technical assist- 
ance to conservation districts, the Great Plains conservation program, 
and the programs for watershed protection and flood prevention 


(including the work on small watersheds which this committee initi- 


































and ated) appropriations have increased from $69.3 million in 1952 to 
labla B gy09°0 eniiien ; 
$133.2 million in 1960. 
unds | * 
ts to AGRICULTURAL CONSERVATION PROGRAM 
1952 

this Owners and operators of more than a million farms and ranches 
nees, | participate in the cost-sharing programs of the agricultural conser- 
cers, } yation program. Under the ACP, farmers and Government share 

on about a 50-50 basis the cost of approved conservation practices. 
that |} We have recommended a program level of $100 million for the 1961 
inted | crop year, a reduction of $150 million below the planned-to-deempha- 
> our} size measures that contribute to immediate increases in production. 
lence 

FOREST SERVICE 

other 
|, for Our national forests are a vast storehouse of natural resources, 

embracing 181 million acres in 39 States and Puerto Rico. Improved 
ising | Management and protection in recent years have increased their value 
, 100 | and service. New records were achieved last year in the number of 
‘food | recreation visits, the board feet of timber cut, and the number of trees 
vents | planted. The number of man-caused fires has been reduced by more 
7 than 40 percent in the past 5 years. 

Appropriations for forestry have increased nearly $62 million above 
the $77 million provided in 1952. Receipts from timber sales have 
increased from $71 million in 1952 to an estimated $143 million in 1960. 

chers 
nsion RURAL ELECTRIFICATION ADMINISTRATION 
man- 

We Electric and telephone systems financed by the Rural Electrification 
> this | Administration continue to make good progress. We are proud of the 
$64.1 | fine record of service to rural people and their communities which 

has been furnished through this financing. The financial condition 
ne of | of both electric and telephone borrowers continues to strengthen. 
A re Since the REA program began 25 years ago, a total of $4.1 billion 
wn as | has been loaned for electrification. Of this amount more than one- 
reeds, | third or $1.4 billion has been loaned in the past 7 years. 
these In the 10-year-old rural telephone program, $633 million has been 
loaned, of which $552 million, or 87 percent, has been loaned since 
1953. 

[ Sales during 1959 by the rural electric systems totaled 25.3 billion 
2.847 | kilowatt-hours. These electric systems connected 139,000 new con- 
Rico, | sumers during 1959. I am sure the committee is aware that five out of 
nt of f six consumers added to the lines during that year were nonfarm 
tions — consumers. 

_A substantial part of the loans made to the electric systems con- 
1,250 | tinued to be for system improvements to take care of increasing energy 


‘even- 
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loads. More than 27 percent of the 1959 loan approvals financed new 
generation and transmission facilities. 

Loans from 1953 through the estimate for 1960 have kept pace 
with the growing need for electricity and telephone service in rural 
areas. These loans have amounted to $1,588,208,614 for electrification 
purposes and $596,952,697 for telephone systems. The repayment ree- 
ord of the cooperatives on these loans is good. 


FARMERS HOME ADMINISTRATION 


The Farmers Home Administration is enabling many deserving 
farmers to develop adequate sized businesses, improve their farming 
methods, make better use of land and labor resources, attain satisfac- 
tory living standards and eventually to qualify for credit from regular 
private and cooperative lending institutions. 

During the past fiscal year the amount of loans made and repay- 
ments on loans were the ‘highest in the history of the agency. The 
Farmers Home Administration loaned $361 million during that year 
and collected $345 million. Iam especially gratified to report that the 
thousands of farmers and ranchers in the areas that suffered the 
prolonged drought have done a commendable job of repaying their 
emergency loans. 

During the year 178,000 farmers used the services of the agency and 
41,000 during the same time paid their loans in full. Several thov- 
sands of additional farmers who called at the local FHA offices for 
credit. were assisted, after their farm business had been analyzed, in 
getting needed credit from private and cooperative sources. This 


record year of service was handled by a smaller number of employees 
than during former years. 


RURAL DEVELOPMENT PROGRAM 


It is particularly gratifying to see the progress of the rural develop- 
ment program that now operates in some 200 counties. This program 
helps primarily the farm families selling less than $2,500 worth of 
products to find new and expanded opportunities for increasing their 
well-being and livelihood on the farm. The rural dev elopment pro- 
gram is also of assistance to those who desire opportunities for new 
careers off the farm. 

The program aims to— 

Develop efficient family-sized farms. 

Expand off-farm job opportunities in rural communities 
through encouraging industries and other nonfarm activities in 
rural areas. 

Provide special vocational training, education, and guidance 
that will be most helpful in strengthening the economy of low- 
income and distressed farm areas. 

State extension service in all States are making plans to tie rural 
development approaches closer to regular extension programs in areas 
with many small, low-production farms. 

The Soil Conservation Service in 67 pilot. counties is providing 
technical assistance to meet particularly urgent soil and water con- 

servation needs. 
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The agricultural conservation program is providing limited addi- 
tional financial assistance to small low-income farms to carry out 
needed conservation measures which are urgently necessary to the 
future productive use of the land. 

The Farmers Home Administration is making available special 
financial assistance on a pilot basis in the form of operating loans and 
farm ownership loans for purposes other than land purchase, to low- 
income farmers who have off-farm employment and income. 

After only a few short years of operation, the rural development 
program has wide support and understanding around the country. 
This approach can be of great help in the adjustment problems faced 
by nearly 60 percent of our farm families. 


NEEDED PROGRAM IMPROVEMENTS 


Many adjustments have been faced by farmers in meeting the 
swiftly moving advances in agriculture caused by the still continuing 
scientific revolution. Adjusting production to demand has been one 
of the most difficult problems. 


THE CONSERVATION RESERVE 


We feel that considerable progress has been made in this direction 
through the Agricultural Acts of 1954, 1956, and 1958. We believe 
the creation of the conservation reserve in the act of 1956 was a wise 
move toward this objective. 

Coupled with the reduction of production incentives, the conser- 
vation reserve is of help in such ways as— 

(1) Achieving a better balance of farm production with mar- 
ket outlets; 
(2) Assisting older farm people who wish to reduce farm 
work or retire ; 
(3) Increasing conservation of land and water; and 
(4) Helping farmers who wish to shift to nonfarm jobs, espe- 
cially those who desire to continue to enjoy country living. 

In 1960, about 5 million new acres will be added to the reserve. 
This will bring to 28 million acres—or 6 percent of our producing 
cropland—the total acreage taken out of production and set aside 
for the future. 

It is our policy to direct this voluntary program primarily toward 
acres which produce surplus crops. Two-thirds of the land in the 
conservation reserve consists of whole farms. 

The President has suggested these improvements in this vital 
program : 

Extend the conservation reserve for 3 years with authorization to 
place up to 60 million acres in the program. 

Provide authorization for the use of corn and other feed grains 
and wheat as payment in kind as rapidly as is practical. 

Permit the giving of special consideration to areas where it is 
desirable to discourage the production of wheat, feed grains, and 
other surplus crops. 

Expansion of the conservation reserve should be accompanied by 

2 constructive wheat program. 
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TOBACCO 


Farmers who grow tobacco have been losing markets at home and 
abroad. As prices of U.S. tobacco increase, foreign buyers change 
their blends and turn to other sources of supply. Acreages at home 
have been severely cut, while acreage and production expand abroad. 

The Congress recently passed, and the President approved, a to- 
bacco bill, H.R. 9664, embodying the unanimous recommendations 
of the various farm and tobacco industry organizations. This act 
takes a limited step in the right direction. It recognizes the basic 
economic facts indicated above. It will help prevent a worsening of 
the situation and will reduce costs. From a long-term standpoint, 
however, there is still a need for constructive legislation for tobacco 
within the general guidelines described by the President in his 
message of February 9. 

PEANUTS 


The consumption of peanuts is sensitive to price changes. It is 
clear that the price support law governing peanuts should be changed, 
consistent with the general guidelines described by the President, 
so that farmers growing peanuts can compete more effectively for 
markets. 

A supplementary approach would be to authorize a marketing 
agreement and order program, enabling the various segments of 
the industry to cooperate in handling their marketing problems with- 
out financial reliance on Government. 

Both approaches could be provided in the law, leaving to growers 
the option of adopting a marketing agreement and order program 
should they consider it desirable. 


WHEAT 


Of all the problems confronting our agriculture, the wheat situa- 
tion is probably the most critical. The highlights of this problem 
are as follows: 

1. There are currently almost $314 billion of Government funds 
tied up in wheat. This is over one-third of the total of all farm 
commodities tied up in CCC inventories and loans. 

2. In fiscal year 1959, net budgetary expenditures on wheat 
amounted to $1,600 million for the following program: $924 million 
for CCC price support, supply and purchase programs; $612 million 
for sales for foreign currencies under title I, Public Law 480; $48 
million for the International Wheat Agreement; and $16 million for 
acreage allotments and marketing quotas. 

3. Farmers taking advantage of the 15-acre exemption for wheat 
numbered 690,000 in 1959—a 152,000 increase in the number of 
wheat growers in 3 years. 

Unless the wheat problem is corrected soon, I am greatly concerned 
that there might be an inevitable reaction of the general public 
which could result in the breakdown of all price support programs. 

The President has stated that he will approve any constructive 
solution that meets his yeneral guidelines of sound farm policy. 

However, we prefer improvements which would eliminate acreage 
allotments effective with the 1961 crop and set price supports at a 
specified percentage of the average market price during the previous 
3 years. 
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SUMMARIZATION 


There is no doubt but that the chief problem we face is the high 
cost of some commodity control and price programs. This is dev- 
astatingly illustrated in the case of wheat 

We should have no quarrel with the intent of the original price- 
support concept. It was and still is sound if allowed to operate as 
it was conceived. 

I have recommended for 7 years restoration of the program as 
Congress first developed it, so that it will operate realistically to the 
benefit, not to the detriment, of farmers and taxpayers. 

Significant progress has been made during recent years in adjust- 
ing price-support mechanisms to present-day conditions. 

Out of some 250 commodities produced by farmers only 5 are sub- 
ject to controls. Commodities bringing in four-fifths of farm cash 
receipts are free of control. Only 21 are price supported, and for 
16 of these support is mandatory. 

For the supported commodities about two out of three are selling 
above the support level. 

It is my sincere hope that Congress will act constructively this 
year on wheat. 

Your committee has held detailed hearings with the individual 
agencies of the Department on the 1961 budget requests. Therefore 
I have not dealt with these requests in this statement. We believe 
this budget to be sound. I recommend your approval of the budget 
proposals as submitted by the President. 

Thank you for hearing me today, and for the courtesy you have 


shown to the members of the Department who have preceded me here 
in recent weeks. 

My staff and I are ready to provide you with any additional in- 
formation you may desire. 


RECENT HISTORY OF AGRICULTURAL PROGRAMS 


Mr. Chairman, may I respond briefly to your opening statement, 
at least on the points that are not covered in my statement. 

I share with you the concern you expressed that we stall have prob- 
lems, serious problems, in agriculture, 1 in spite of the constructive and 
helpful work done by this committee, in spite of the work we have 
tried to do in the executive branch, and in spite of what has been done 
by the legislative committees of the Congress. We have been working 
at it now for 7 years. We came in at a very difficult adjustment 
period, as you know. ‘The war had ended and the Korean war was 
nearly atanend. In 1939, before the war started, we were in difficulty 
on our control and price-support program. We were bailed out by 
the war. We were heading for difficulty again in 1950 when the 
Korean war helped to bail ‘the situation out, and when we came in 
in 1953, of course, the throttle was wide open. There was no acreage 
control in the 1953 program and no marketing quotas. Of course, 
there were commitments made for support legislation on the books, 
which ran another 2 years, so it was not until the fall of 1955, when 
the 1955 crops were harvested, that there was any adjustment in the 
price-support incentive on the basic crops. 

53155—60—pt. 4 10 
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It was the intention, I think, of the Congress, and I think endorsed 
by both major political parties, that in time of peace the price supports 
would be on a flexible and not a rigid incentive basis. However, in 
the 1954 act you may recall that the spread obtained was 8214 to 90 
percent for 1955, which is a very limited adjustment. So we continued 
to build up stocks at a time when exports had declined, and, of course, 
the scientific revolution and technological revolution in agriculture 
were moving at a very rapid rate. 

We did propose and sponsored, and have the support of, both 
political parties in getting needed legislation to provide help to move 
these accumulated surpluses into ¢ onsumption. Under our Public Law 
480 program I think that a remarkable job has been done in moving 
commodities into consumption. 

I think the record will show that about $17 billion worth have been 
moved out of the Commodity Credit Corporation into consumption. 

Of course, during all of this period we made recommendations to 
the Congress. The President sent messages in 1954 and subsequent 
years recommending that we move to a more realistic program for use 
in peacetime. Then we also made recommendations with reference 
to the use of a soil bank to help in the adjustment which we faced in 
agriculture. 

Our farmers responded magnificently during the war. They 
plowed up a lot of grassland and pulled in a lot of new ac reage and 
increased their yields: that helped during the war. An adjustment 
afterward is always very difficult for agriculture. We all recognize 
that. So it has been, avery difficult period. 

Through the last 7 years we have made recommendations we thought 


were in the best interests of our great agricultural industry. I know 
there have been differences, differences between us around this table. 
There have been differences in the Congress. The responsibility for 
legislation, of course, rests with the Congress. We can make recom- 
mendations and we can administer as best we can the programs passed 
by the Congress. 


INCREASES IN EMPLOYMENT AND APPROPRIATIONS, 1952-59 


You mentioned the increase in costs. I would like, if you will 
permit, Mr. Chairman, to insert two tables here which give a break- 
down of the increases in expenditures and average positions over the 
period you referred to. There have been increases. We admit it. 
But I think it would be of interest to the readers and the publie ger- 
erally to know where those increases have occurred. 

Mr. Wuirren. We will be glad to have them included in the record. 

Secretary Benson. If it could be done at this point, I would appre- 
ciate it. 

Mr. Wuirren. Yes. Without objection they will be made a part of 
the record at this point. 
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(The tables referred to are as follows :) 
Analysis of expenditures, fiscal year 1959 compared with fiscal year 1952 
{ Millions ] 


Fiscal year 1959_-- $7, 091 
RMR “OREE SII once 2s ests emcee i ee eile hacer meaaee nian a aie che ae 1,151 


Increase 5, 940 


Increase resulting from legislation for new programs: 

Watershed protection and Flood Prevention Act (Public Law 566, 
&3d Cong.) 

Soil bank programs (Public Law 540, 84th Cong.) 

Great Plains conservation program (Public Law 1021, 84th Cong.) ~~ 

Mandatory poultry inspection (Public Law 85-172, 85th Cong.) 

Agricultural Trade Development and Assistance Act (Public Law 
480, 88d Cong., as amended) - bes 

Agric ultur al attachés—Transfer from State Dep: irtment (Public Law 
690, 83d Cong.) 

Acreage allotments and marketing quotas (amendments to Agricul- 
tural Adjustment Act of 1938 by Public Law 690, 83d Cong.; 
Public Law 540, 84th Cong.; and Public Law 85-835, 85th Cong.) -—- 

National Wool Act (Public Law 690, 83d Cong.) 

Special milk program 

Barter of CCC commodities for strategic materials for supplemental 
BLOCKING, GUE SIUC ON ace cas cistern Sint nts ata 


SRCCELES “MRO TO NI ei sires ene oes ase esnseinich ext rrarenleniaetineaio’ a 


Increases for strengthening and expanding existing programs: 

Brucellosis eradication program (Public Law 690, 83d Cong., 

amended ) 16 
Research and extension 102 
Forest land management and roads and tr ails ni eeaaissine ark a aaa as 67 
Increased volume of price-support activities_._._......_.....__.._._._.... 3,017 
SCS technical assistance to farmers, districts and services to A¢ a 32 
Disease eradication and pest control (screw worm, fire ant, khapra 

beetle, pink bollworm, gypsy moth, etc. 17 
Inspection and grading of farm products other than poultry (finance ed 

from fees paid by products and processors) —___ 
Brush disposal and other improvements on national forests. (financed 

primarily from fees paid by permittees and purchasers of timber 

and appropriated for the purposes indicated) .___-~- 


Total increases to existing programs__-_ 


Other programs: 
REA and FHA loans___- ; 
Making and servicing farm operating and ownership loans (FH A) 
a0 Ce... snk nesta apaaed cnc te 


Total other programs___-_ ——— au 216 


SO es san i a f 5 5, 940 


_\ These services are financed by users, and expenditures are not charged to the Federal 
Government. 
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Analysis of average annual positions, fiscal year 1959 compared with fiscal year 


Increase resulting from legislation for new programs: 

Watershed Protection and Flood Prevention Act (Public Law 566, 
83d Cong.) 

Soil bank programs (Public Law 540, 84th Cong.) 

Great Plains conservation program (Public Law 1021, 84th Cong.) __ 

Mandatory poultry inspection (Public Law 85-172, 85th Cong.) 

Agricultural Trade Development and Assistant Act (Public Law 480, 
83d Cong., as amended ) 

Agricultural attachés—Transfer from State Department (Public 
Law 690, 83d Cong.) 

Acreage allotments and marketing quotas (amendments to Agricul- 
tural Adjustment Act of 1938 by Public Law 690, 88d Cong. ; Public 
Law 540, 84th Cong.; and Public Law 85-8385, 85th Cong.) 

National Wool Act (Public Law 690, 883d Cong.) 

Special milk program (Agricultural Act of 1949, as amended) 

sarter of CCC commodities for strategic materials for supplemental 
stockpile (Public Law 540, 84th Cong.) 


Increases for strengthening and expanding existing programs: 

Brucellosis eradication program (Public Law 690, 83d Cong., 
amended ) 

Research and extension 

Forest land management and roads and trails 

Increased volume of price support activities________.___.--_--_____-__- 

SCS technical assistance to farmers, districts and services to ACP_-_ 

Disease eradication and pest control (screwworm, fire ant, khapra 
beetle, pink bollworm, gypsy moth, ete.) 

Inspection and grading of farm products other than poultry (financed 
from fees paid by producers and processors) 

Brush disposal and other improvements on national forests (financed 
primarily from fees paid by permittees and purchasers of timber) - 


Total increases to existing programs 
Other programs: 
Making and servicing farm operating and ownership loans (FHA) -_—1, 020 
Animal and poultry disease eradication (chiefly foot-and-mouth)... —812 
All other 


RE Sa aN a ne te ne —1, 871 


Total 17, 412 
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Mr. Wurrten. This has gotten beyond the point of argument, Mr. 
Secretary. We will be glad to have any factual information. 

Secretary Benson. I am not doing this for argument. 

Mr. Wuirten. I realize that, but I s say the situation is such that we 
need to have the facts in seeking some solution. 

Secretary Benson. There are two tables here, one showing the costs 
and another showing employment. As you emphasized, there has 
been an increase. 

Mr. Wurrten. Some of these things have been by congressional 
action. I recognize that. The point I make is, apparently the solu- 
tion is not to be found in more people, because definitely we have had 
a substantial increase in people. 

Secretary Benson. That is right. 

Mr. Wuirren. So that of itself is not apparently sufficient to meet 
this problem. 

Secretary Benson. I certainly agree with that, Mr. Chairman. I 
do not think that the solution will be found in greater participation 
on the part of the Government. 

Mr. Wuirren. Mr. Secretary, I thank you for your statement. 

Secretary Benson. Thank you. 


PRICE SUPPORT PROGRAM 


Mr. Wutrren. And I want to say, in an effort to be completely fair, 
that this committee has not had its way completely, and the legislative 
committee has not had its way. Iam ready to agree that you :and the 
executive department have not had your way fully. But we are in this 
predicament, and some of us have had our ways to some degree, includ- 
ing yourself. 

I think it would be well to show the various prices of the commodi- 
ties, including the years that our production was held off world 
markets by not being offered at competitive prices, although author- 
ized, with the dates when they were not offered. I think it would be 
more in line with your statement that you had not gotten your views 
expressed in law and carried out until some years after you first 
recommended it. For that reason I would like for the record to show, 
by commodity, the price reductions authorized and made under the 
law, and the date on which those reductions were made for the period 
of the 7 years. I mean, it will completely show you did not get the 
authority until later, and that you have had it since. So that ‘should 
show the picture as it is. 
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(The information requested is as follows:) 


Commodity Credit Corporation 


{Years in which commodities in inventory were not offered in world trade on a competitive price basis 


indicated by X; vears in which offered indicated by dash] 


Commodity 1951 | 1952 | 1953 | 1954 1955 | 1956 | 1957 


Price support program 
Basic commodities 


Corn x X Xx ¥ — 
Cornmeal ; (2 (2) (2 (2 (2) xX xX 
Cotton, upland X xX X X xX - 
Cotton, extra long staple (2) ? ( X a 
Peanuts X X xX . 

Rice X X X X 

Tobacco X zs, xX X 4 (*) (2) 

Wheat xX X X X c 

W heat flour (2 (2 (? ( () X xX 

Mandatory nonbasic commodities 
Honey .- X xX (2) (2) (2) 
Milk and butterfat 

Butter _ x y : : x 
Butter oil (2 ( @ X Ls X 
Cheese . — awe X XxX X X xX 
A (a X X X X X 
Whey , (2) (2) (2) (2) 

i 4 a : () (2) xX X 

Wool ; (2 2 4 X 

Other nonbasic commodities: 

Barley __-- = X X 

Beans, dry edible xX xX 

Cottonseed and products: 

Cottonseed oil 
Crude ‘ (2 @ (2 - - @ (2) 
Refined oka xX X as () 
Cottonseed meal___...-.------ (2) X xX X ~ (2) (2) 
Cotton linters _ 5 ale xX 4 X xX 

Eggs and ntate : ae xX X (2) (@ @ (2) ( 

Flaxseed _ x X xX - baa 

Linseed oil * x x x - _ (?) 

Naval stores: | 
Rosin __. : gis eae x xX a xX X - | 
Turpentine oiare ie xX xX X X = xX xX 

ee xX x X . | 

Olive oil____---- (2 é xX 7 — (2) | (2) 

Peas, dry edible __-- xX (2) (2) (2) (2) @) | @ 

Rye Rone Sees : Faonet ak X X - - 

Seeds: | 
SF Ol DOSUITS. .22 i cee sew onnne > ee i xX a bl - xX 
Winter cover crop s to - | — (2) (*) 

Sorghums, grain ; L dieattabiadat iam xX xX | — | - 

BOVE. ooo i cteecckisdecewkucwsesl | ae x X xX ~ +8 x 

' 





1 Beginning with the 1959 crop, barley oats, rye, and grain sorghums become mandatory nonbasic com 


modities under the provisions of the Agricultural Act of 1958, 
2 No inventory. 


1958 


AAA 


3A 


SAw 


nA 


03 


1959! 


(oHSHn 


(?) 


13 ss. | 


by commodities and crop years, 1953 through 1959 


Support prices, 
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Mr. Wuirren. Now, where many of our differences have existed, 
speaking as chairman of the subcommittee, is this: It is hard some- 
times to recognize mistakes and to learn. One of the hardest things 
many of us have to do after we get to be adults is to recognize that 
we have been wrong sometimes. I am convinced that the Congress 
has been wrong, and the Department has been, because I don’t know 
of anything specially that the Department has done in this area. 
Under the basic law, as I conceive price supports on the basic com- 
modities, it was never intended that the Government be the purchaser 
of all these commodities. But by requiring that production be held 
in line, since the Government would support, it was believed the farmer 
could get his price at the marketplace. Control broke down because 
control by acreage proved an incentive to overproduction. 


USE OF ACREAGE CONTROLS 


By reason of having acreage controls, the price supports provided 
by law were set up so that the Government would support it at a 
price that the purchaser or consumer would pay. Otherwise the 
producer could return to the Government. In 16 years of close and 
intense study of this problem, I have become convinced that efforts 
to control by acreage not only have failed, but that they have ended 
up as an incentive toward increased production. When you tie a 
string around one part of a man’s farm that he can use for a particular 
commodity, which is the cash crop for that area, immediately he tries 
to get all of the units he can from the limited acreage. In the process 
he puts a whole lot more cash into his crop and he increases his fi- 
nancial risk more than is sound. 

In other words, in the absence of acreage control, the average 
farmer will use more of his land, and will plant his crop less thickly, 
and he will not have his rows so close together, and therefore will 
not have to put out the amount of money he now puts out, thus re- 
ducing his risk. 

So I acknowledge my change in opinion in that area. I think we 
have to correct this, and we are going to have to quit trying to con- 
trol by acreage because it simply won’t work. It worked pretty well 
back in the “horse and mule” days and the “nitrate and soda” days. 
But now, with the high cost of fertilizer and the high cost of feed 
and all the other things, it will not work. 

Every farmer is still for acreage allotments because he thinks he 
can defeat them, but all the farmers collectively cannot do so and they 
all end up by producing more at more cost to themselves. 


EFFECT OF REDUCED PRICE SUPPORTS 


The thing I have believed from the start, and where you and I have 
differed, is that farmers, like others, have their living expenses and 
obligations and financial problems and taxes to pay. With a fixed 
het Income requirement, just to get along, the farmer is going to try 
to meet his problems as best he can. Therefore it has been my belief 
that reduced price supports would leave the farmer where he would 
try to produce more units and increase his production, so that he 
would have more to sell, to offset reduced price, since he had a fixed 
obligation. I think, the records from your own. Department. prove 
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that has occurred. Certainly these facts should open a question in 
your mind as to whether your theories in that area have been sound. 


FARM INVESTMENT AND RETURN 


In this regard I would like to call attention to the figures that have 
been supplied to this committee by the Department in the current 
hearings. 

For instance, on page 77 of volume I of our hearings, the Depart- 
ment. testified that in 1952 the farmer was required to have an invest- 
ment of $23,206 in farm plant, in a farm. That is an average. In 
1952, according to your own statements, a farmer got a net return—of 
course, labor would be taken out of that—on his required investment 
in the farm of 12.9 percent. That is on page 77 of the 1961 hearings, 

In 1959 that farmer’s required investment had come up to $33,455, 
That is the average investment required for farms. The return to 
the farmer was such that his net income had dropped from 12.9 per- 
cent of the required investment to 8.8 percent. 


[ have differed with statements which I notice you repeat, that the | 


farmer’s value, the farmer’s assets in his farm, have greatly in- 
creased. That is one way of saying it, I grant you that. But to 
make sense, the farmer, if he is going to have a farm, cannot sell them 
and he can’t eat them. He has to pay for them today because this is 
the required investment a farmer has to have, rather than an asset. 

What isan asset? It is something that you can get money with and 
keep going in the business. But if you have to sell your farm to get 
it, | cannot see that that would properly be termed an asset. 

Having pointed these things out, I would like to refer to some other 
figures as evidence. 


RELATIONSHIP OF PRICE SUPPORTS TO PRODUCTION 


The record will show the various reductions in price supports have 
averaged about 20 percent. On page 73 of volume I of our hearings 
the Department witnesses testified that, from 1951 through 1958, the 
farmer’s production, with these reductions in price support, brought 
about a 25-percent increase. In 1951 total farm production was 104 
percent of the base period, which was 1947 to 1949. But since 1951, 
which is approximately your period as Secretary, farm production 
has increased to 125 of that base period. These figures are supplied 
by the Department of Agriculture. 

To my mind, when I say that there has been a 20-percent reduction 
in price support and a 25-percent increase in production, anyone might 
figure there might just possibly be a relationship. And it might offer 
evidence that as you have reduced the farmer’s price for his units he 
has tried to produce more units. 

In this period, where your theories from 1955 on have been largely 
carried out, these receipts from farm sales, according to the state- 
ment on page 73 of these hearings, show that in 1959 farmers got 
$32.8 billion from sales. That is a little down from $33.6 billion for 
1958, and almost exactly the same as the $33 billion for 1951. 

On the face of it, that might look all right. But while the farmer 
got $33 billion gross income in 1951, in order to come up to $32.8 bil- 
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lion, almost the same in 1959, he had had to produce this 25 percent 
more than he produced back in 1952. 
In other words, he has held gross income up by increasing the units. 


FARM INCOME 


Now we turn further in the testimony before our committee and 
on page 74 your witnesses testified that, in producing these commodi- 
ties for which he got this amount, the farmer’s S expenses in 1951 were 
an $22 billion. In 1958 the cont Je the farmer had increased to 

25.2. billion, and that increased to $26 —— in 1959. So that ex- 
‘i iins the drop in the farmer’s income last year, according to the state- 
ments by your witnesses, to about $11 billfon. And, may I point out, 
that that $11 billion included $1 billion or so from the soil bank and 
other Department programs. I mean, he didn’t get that much net 
income just from farming alone. 

Turning further to the record on page 75, it is pointed out that net 
farm income for 1959 as a whole was $11 billion and it is anticipated 
in 1960 it will be even less 

Turning now to total farm i income, as it appears on page 81 of the 
hearings, ‘which is information supplied by the Department of Agri- 
culture, we find that in 1952 total net income of farm operators was 
$15,337 on an average per farmer. In 1959 it had dropped to $11,- 
808. Per capita net income to persons on farms from farming in 
1952 was $17,262. In 1959 it had dropped to $18,619. 

As I earlier pointed out, the farmer’s required investment had in- 
creased from about $22,000 to $33,000 during this period, and his re- 
turn per investment required had dropped from 12.9 percent to 
about 8.8. 

EFFECT OF RELAXATION OF CONTROLS 


Now we turn to—and I should not say it is a shining example, be- 
cause certainly “shining” is an improper word for it, but an example 
of this freedom for the farmer is the present corn program. Last 
year we did give the farmer some freedom in corn and we gave him 
price support without control, and the planted acreage jumped up 
11 million acres. According to the figures supplied by the Depart- 
ment, yield was practically” constant, “and production according to 
the latest figures has jumped from 3. '8 billion bushels to 4.3 billion. 
Other outside estimates show the increase to be still greater. Of 
course, that has increased greatly the Government investment of the 
Commodity Credit Corporation.” It has greatly increased the storage 
costs. 

With that example of what the farmers will do if you give them 
freedom with mapports, I just for the life of me cannot see “how you, 
Mr. Secretary, can recommend anything for wheat similar to what 
we have for corn. I would be glad to hear you now. I have men- 
tioned these facts, which indicate to me that it is time that you re- 
view your records as to whether reduced prices and less control do 
hot aggravate the situation and make it much, much worse. The 
record makes it so clear to me that I just can’t conceive why it is 
not clear to you. 

Secretary Benson. Mr. Chairman, I will be very happy to com- 
ment on the points you have raised, although I have no particular 
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desire to plow the ground again. We have been over a lot of this | 
before, as you well know, but there are still problems. 

Mr. Wutrren. In connection with these facts which reflect jump- 
ing costs and increases, whether or not we have had these changes 
in the law, I have always thought, if you are going to straighten 
something out, first you have to find out what kind of fix we are in, 
and what caused this fix. So do not think I am trying to withhold 
any helpful information or anything in connection with this. But 
what I am trying to do is analyze where we are, and how we got here, 
which I think is necessary before we can Aes ide where we are going 
to go from here. 

FACTORS INFLUENCING PRODUCTION 


Secretary Benson. First of all, : think in drawing comparisons we 
ought to keep in mind whether we are talking about shortrun effects 
or longrun effects; whether it is a period that was influenced by some 
abnormal conditions, or whether it was a period of peace. I think 
we must keep in mind the tremendous technological advances that 
have been going on in agriculture, which in many areas have had 
more to do “with the changes than have changes in prices as a means 
of increasing or decreasing production. 

I think it is generally recognized, and I think most, and in fact all, 
competent st udies I have seen indicate that farmers do resort to pric- 
ing just the same as other rational human beings. Whenever the 
Government wants to get an increase in production they do not lower 
the price incentive; they increase the price incentive. 

Another thing I think we must do is relate income to people. That 
is one of the reasons why I included this comprehensive table taken 
from official sources, which not only indicates changes in farm popu- 
lation, but the changes in income, and then relates those to people. If 
you will check the per capita income figures over a period of years 
you will notice that there has been a general tendency toward higher 
per capita income in agriculture. Now not as high as we would like 
to see it, and not as much as we would like to see it, but we must 
relate it to people. 

Mr. Wurrren. Mr. Secretary, could I interrupt? Let’s be fair, 
and I know you mean to be. But you mean income from all sources. 
Farm income has gone down per person, according to your own table. 


FARM INVENTORY AND FARM INCOME 


Secretary Benson. We have tables showing the realized farm in- 
come, not taking into consideration inventories. There are changes 
in one table showing an increase in inventory. 

Mr. Wuirten. Now, by inventory, what do you mean? Invest- 
ment in the farm ? 

Secretary Benson. In figuring the farm income for the year you 

can figure the cash income, “which does not take into consideration the 
change in inventory. A farmer may start out the year with a low 
inventory and because he does not sell as much during that year, dur- 
ing the calendar year, he may have a larger inventory at the end of 
the year, which in another sense is a form of income. He has not 
realized it in cash because he has not sold it yet. 
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In the Department we have two sets of figures. One is a realized 
income, without showing the change in inventory, and the other shows 
the change in inventory. Of the two, the one showing the change in 
inventory is probably more revealing and more accurate than the 
other. Of course, then we have a column showing income from non- 
agricultural sources. That has tended to increase » through the years. 

There has been a decline in this other, from agr icultural sources, 
as you indicated, but the total per capita income in 1959, and, of 
course, this is a preliminary figure as yet, is about the same as it was 
in 1952. It was $962 in 1952, as compared to $960 in 1959; 1958 was 
an alltime high, $1,043. 

Mr. Wuirren. Mr. Secretary, you are a fast talker and it has been 
said I talk a little fast myself sometimes. 

Secretary Benson. I don’t mean to talk fast. 

Mr. Wurrren. I have before me your table supplied by the De- 
partment on page 81, which goes a little more in detail than the ones 
you have given us. It agrees with your $960 income figure, but it 
shows that only $643 of it was from the farm. It also shows that is a 
considerable drop. 

You do include the change in inventory—and I say again inventory 
might be investment required, which increases the problems the farm- 
ers have—but looking at your own table it shows in 1951 and 1952 
that. that was $17.3 billion and in 1959 it is estimated at $13.6 billion. 
So that is a sizable drop 

Secretary Benson. That is the same figure I have here, Mr. Chair- 
man, in the table I submit with my statement. 

Mr. Wuirren. Yes, sir. I think in connection with your table we 
ought to make reference to the similar table supplied by your Depart- 
ment, which appears on page 81 of our hearings. 

Secretary Benson. I have no objective whatever, Mr. Chairman. 

I think when they are put together they will check. ‘There may 
be-—— 

Mr. Wuirren. They will check, except that in your table you have 
different. purposes perhs 

Secretary Benson. I id not prepare this. 

Mr. Wurrren. I am sure you did not. 

Secretary Benson. It is an official table of the Department. 

Mr. Wurrren. Which does include income from all sources. 

Secretary Benson. Which I think is realistic. We should include 
income from all sources. 

Mr. Wuirren. That is right. That means you would show for Mr. 
Andersen and I would have a farm i income, which would include our 
congressional salary. I think such figures are completely out of place 
in a table purportedly showing farm income. 

Secretary Benson. The reason it is shown, Mr. Chairman, is the 
fact that 20 or 30 years ago income from other sources was not im- 
portant, but it becomes increasingly important. Many of our farm- 
ers are part-time farmers today, They do get income from other 
sources, but they are counted as farmers. 

When you figure the total income to agriculture they are counted 
as farmers, and when you divide up the income from agriculture they 
are counted as farmers. So this picture needs to be shown. You can 
use whatever figures you wish. 
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Mr. Wurrren. I think you are entitled to make that showing, and 


to show the whole story.” The other side should be made clear too, | 


Secretary Benson. Yes, | agree with you. 
FARM INVESTMENT, COSTS, AND INCOME 


Mr. Wuirren. I thoroughly agree with your statement that the 
whole farm employment is all the more unportant. That is naturally 
so, Mr. Secretary, when it gets to where the required investment on 
the farm jumps from $23,000 to $33,000 in a period of a few years, 
from 1952 to 1960. It shows that the farmer’s costs have gone up 
$4 billion, but his gross receipts stayed the same. 


STUDENTS OF AGRICULTURE 


We were very much disturbed, or I was the other day, when I 
asked Mr. Ferguson, the head of the Extension Service, to put in the 
record the number of students studying agriculture in our agricul- 
tural colleges. I do not know whether the other members of the com- 
mittee have had a chance to look at that yet. Lam speaking roughly, 
and I trust that they will correct the figures, but he said, out of 
411,000 agricultural undergraduate students in our agricultural col- 
leges, that only 31,000 were studying agriculture. 

‘T would guess probably 85 percent of them mean to get a job with 
the Department of Agriculture, or the Extension Service, or some- 
thing of that sort. 

I will tell you that in my judgment it is fearful when American 
youth sees so little chance in the field of agriculture that only 31,000 
out of 411,000 students registered are interested enough to study 
agriculture. It is just indicative of how little future they see in it. 

Secretary Benson. Mr. Chairman, you mentioned two problems | 
would like to comment on briefly. 


Mr. Wuirren. Certainly. 
DECLINING FARM POPULATION DUE TO INCREASED EFFICIENCY 


Secretary Benson. One, you mentioned the question of the corn pro- 
gram and the last one. First of all, we must realize that the number 
of people living on farms greatly declined over a period of years. 
That is not bad. Asa matter of fact, we have all visited some of the 
poorer countries of the world, where 8 out of 10 people gainfully em- 
ployed are busy trying to produce the food and fiber to support the 
population. In this country because of the efficiency of our farmers 
it requires a much smaller population, about 7 to 714 million of our 
workers who are engaged in agriculture and del ing an abundance 
for our own people and for needy people abroad. So it is only reason- 
able to expect with some decline in population on the farms due to 
the farmer’s increased efficiency, that there would be fewer people 
needed in agriculture, and probably there would be fewer going to 
agricultural colleges. 

I do not have those figures before me and I am not familiar with 
them in detail, but of course many of the men who are going to agricul- 
tural colleges take jobs relating to agriculture, and not jobs on the 
farm. 
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CORN PROGRAM 


With regard to this question of the corn program, I personally do not 
feel that the corn program has had an adequate chance to prove 
itself. I gave several reasons why I think that is true. 

In the first place, we have had two unusually favorable crop years 
inarow. 1958, I think, was the best I have ever seen in the 25 years 
I have been studying crop maps, taking the country asa whole. 1959 
was equally as good in most sections of the country. That is a factor. 

The supports on corn were somewhat higher as they worked out 
than they were on other feed grains, which was some inducement to 
shift some acreage to corn. There were 7 million acres, as I recall it, 
released from the acreage reserve, most of which went intocorn. The 
feed grains were reduced. Soybeans were reduced. In other words, 
some of the acres in soybeans and barley and sorghum grains went 
into corn. So we anticipated this. We did not know how much the 
shift would be, but we anticipated there would be some shift to corn. 
So we do not feel the corn program is a failure by any means. 

Mr. Wuirren. On page 2343 of our hearing for last year you testi- 
fied, Mr. Secretary, “that there will not be any change in the total 
produce tion of corn next year over this year.’ 

That was your last year’s statement. 

Secretary Benson. That was our best judgment at that time, Mr. 
Chairman. 

Mr. Wuitrren. I understood you to say that you had anticipated 
some shift would be made. 

Secretary Benson. There was some shift made. 

Mr. Wutrren. You realized that you were going to have a whole 
lot of corn, because these farmers last spring increased their planted 
acreage by 11 million acres. 

Secretary Benson. There were two things: In the first place, we 
anticipated average weather. We got well above average weather. 
Secondly, we did not have the farmer’s intention to plant at the time 
we appeared before this committee last year. Those come later. And, 
of course, not until we get those are we in a position to make an ad- 
justed forecast which would indicate the further increase in corn. 

Mr. Wurrren. Your administration has to run this fall, and this 
subcommittee has to run again this fall, so this may be the last chance 
we have to sit across the table from each other. 

Secretary Benson. I hope all of you men will be back. I do not 
expect to be. 

Mr. Wuirren. But whatever the future holds, we have had 8 years 
of experie nee together, or 7 years up to now, at any rate, 

Secretary Benson. Right. 

Mr. Wuirren. And we ought to put in the record the factual] in- 
formation so that those who may follow us if others do, may learn 
something from what has been done. 


APPROVAL OF PRICE AND ACREAGE CONTROLS 


Are you telling me that, having had this experience in corn, that 
you still think your theories of throwing off controls and keeping 
price supports, are right and there is nothing to fear about it, and 
is would be good to do that for wheat? A man is entitled to his views. 
I may differ with you, but do I understand that correctly / 
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Secretary Benson. Mr, Chairman, I am convinced, and more con- 
vinced today than ever before, that efforts in fixing prices and control 
of production through acreage and marketing quotas have failed 
miserably, generally speaking. There are some exceptions, probably, 
I am convinced that in the area where the Government tinkers the 
most, we have the most difficulty. Four-fifths of our agriculture today | 
is free of controls, and it keeps itself in fairly good balance. I am | 
convinced we must move in the direction of greater freedom and leg 
attempts on the part of the Government to fix prices and to control 
production by acreage controls, and put more emphasis on the part | 
of Government in the field of research and the building of markets, | 
and other long-term services which have been rendered by the Depart. 
ment of Agr iculture and the land- grant colleges. That is my con- 


viction today and I feel it more deeply today than I did wheat 


appeared before you in 1953 for the first time. 

Mtr Wuirren. I know, Mr. Secretary, you get credit for being 
courageous and you will not feel angry at me if. I might add that 4 It. 
might be stubbornness. These facts, which all come from your owl 


records here, are so clear that I just cannot see how anybody can miss : 
them. You are saying that what has been done with regard to com | 


is all right, and that we should apply it to wheat now ? 

Secretary Benson. I think a program similar to the Corn Act is 
desirable for wheat. That ismy very best judgment. 

I do not take any credit for being courageous, Mr. Chairman. 
When a man speaks his own mind and expresses his own conviction | 
it should not take much courage. That is all I am trying to do. 

Mr. Wuirren. I did not mean that you took credit for it, but I 
said you have gotten lots of credit for being courageous. 

Secretary Benson. It: is probably unmerited, “Mr. Chairman. 

Mr. Wuirren. I do not know what courage is. You have said | 
what you have fale and we have said what we have felt here. 

Secretary Benson. Of course, the adjustment was very small that 
Congress gave us of what we asked for, Mr. Chairman. Most of the 
damage had been done before the time the harvest was in in 1955, The 
adjustment was very, very small; if we had gotten the adjustment 
which President Truman recommended way back, that we move back | 
to a realistic program now that the war was over, then we would have 
had it a lot easier. You would not have a tremendous increase i 
costs and personnel to handle the crops, and we would have a different 
situation today. 

Mr. Wuirren. I think we would because, if you had done this 


earlier and the farm income had gone down as fast for the first 4 years | 


as it has since, the picture would be a whole lot different, but in an 
opposite way from the way you are saying. If you had had your way 
in 1952 in throwing controls off, and if the increase had continued 
each year as it has in the last few, we would have had twice the 
acreage planted to corn as we have now, if that had happened. 

Secretary Benson. We did not have any acreage allotments in 
1952 or 1953 on corn. 

Mr. Wutrren. You didn’t have any on other crops either. 

Secretary Benson. I think they were all taken off. 
Mr. Whitten. Yes. 


Secretary Benson. I know when we came in we couldn’t do any- 


thing on controls until after the 1953 crops were in. 
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Mr. Wurrren. You say now the problem came up because you 
didn’t have any controls then. Now you say the answer is to take off 
controls. So I still believe you were in pretty good shape the first 2 or 
3 years of your administration. I think you are trying to have your 

cake and eat it, too. Now you think the thing to do is take off controls, 
but you say the reason for the problem now is because you did not 
have controls before. I cannot follow that. 

Secretary Benson. Mr. Chairman, we had these high wartime in- 
centives still in operation, and the war was over. They continued. Of 
course, the program contemplated even when we had supports in oper- 
ation in peacetime was that we have a control program along with it. 
Iam saying there was no effort at control in the 1952 and 1953 period, 
and yet we had the high wartime incentives, so the throttle was wide 
open and there was no effort or any attempt at brakes. 

Mr. Wuirren. Mr. Secretary, we have had so many arguments 
about the facts that I know it will not solve anything for us to go 
over all of that again. I put these facts in there just to see if you hs ad 
begun to doubt your past record. 

Secretary Benson. To see if I had changed ? 

Mr. Wurrren. To see if these facts had caused you to change your 
mind or if you had learned anything from them, and if you had begun 
to question some of the correctness of your earlier views. It is along 

that line that I am pointing these things up, because you and I are 
not going to get together, Mr. Secretary, in our basic views. For 7 
years we ‘have not been able to, so I am not anticipating that. 


Ss 
Secretary Benson. It is per ‘fectly all right, Mr. Chairman. 


REDUCTION IN THE DEPARTMENT'S BUDGET 


Mr. Wurirren. There are two or three things in the Agriculture 
budget that I cannot understand, and which I would like to direct 
your attention to. 

Secretary Benson. Fine. 

Mr. Wuirren. For the Soil Conservation Service, the testimony by 
the Department is that if you delay work on flood prevention and 
watersheds it will be more expensive in the long run, and we will 
suffer lots of damages as we go along. I know in the President’s 
budget he has approved tremendous increases for flood control on the 
part of the Corps of Engineers, and for Recl: amat ion. Yet here in the 
flood prevention item we find a cutback of $3 million, even though 
these projects were supposed to be completed by now. 

Secretary Benson. In what? 

Mr. Wurrren. In flood prevention. That is these 11 major water- 
sheds. We find in watershed protection that you have drastically 
reduced the money in the budget for planning, which has to be done 
ahead of the work. Last year there was a carryover in addition to 
funds appropriated of about $914 million. 

The Farmers Home Administration has a reduction here in the 
requests for loan authorization for 1961. Yet only within the last 
week the funds appropriated last year have been exhausted and you 
have had to go to the contingencies that we established. 

53155—60—pt. 3——11 
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In the school lunch program there is about a $3 million reduction 
in your budget request for next year, and yet we have more schools 
under the program and more students in the schools. 

As to the brucellosis controls, I think many have testified—I would 
not say the departmental witnesses—but most others have testified 
that brucellosis is a terrible disease and we should move forward as 
fast as possible on the theory that the quicker we do the job, the less 
expensive it will be. But that, too, is cut in the 1961 budget. 

I would just like to ask you for any comments you might wish to 
make as to the basis for these various actions in this budget. Every- 
body is requesting us to restore these programs on the basis that they 
are highly essential, and if we do restore them we must exceed the 
budget. There are a lot of folks who think we should. 

The Soil Conservation Service was cut, too, I wish to point out. 

Secretary Benson. Of course, Mr. Chairman, we recognize that the 
committee must get, and it does try to get, the views ‘of all people 
concerned. 

Mr. Wuirren. If we do not try, we get them just the same. 

Secretary Benson. You get them without much effort, I am sure. 

Mr. Wuirten. Yes. 

Secretary Benson. The Department prepares the budget in coop- 
eration with the Bureau of the Budget and the President’s best judg- 
ment and recommendations. In the field of agriculture, of course, we 
play an important part. We are interested in balancing the budget, as 
I think most Americans are—living within our income. 

On these programs you mentioned, while I do not have the details 
on all of them—or any of them for that matter—we have tried to be 
conservative in our recommendations. Some of them are somewhat 
flexible—for example, the school lunch program. In some of these 
programs we have some flexibility, as the committee recognizes. In 
school lunch, for example, we are in a position where we can use sec- 
tion 32 a little heavier if there is need for it. 

In the Farmers Home Administration we did get quite an increase 
in applications which we had not anticipated. We never know how 
much of this paper is going to be picked up by the bank. As you 
know, we had been trying to ‘eet private capital to some extent through 
pe banks. Then we have this contingency reserve, and we have al- 

‘eady the approval of the Bureau of the Budget on $10 million of 
a It may be necessary to go back for some more to take care of 
the balance of this fiscal year. We certainly do not want to cripple 
the Farmers Home Administration in the effective work it is carrying 
forward. 

Mr. Wuirren. Mr. Secretary, this terrible thing that happened 
when the full committee refused, in spite of our determined efforts, to 
restore the capital structure of the Commodity Credit Corporation, 
concerns me because it is indicative of the public reaction as reflected 
through our colleagues against everything in this whole area. If we 
have to exceed the “budget on such things as the Farmers Home Ad- 
ministration, you can see the situation we are in. We would respect- 
fully suggest, if there is a change of mind on the part of the Depart- 
ment in any of these areas, and you recognize now that more funds 
are needed, you would help this committee and also the Congress to 
see what you can do about getting a supplemental request down here. 
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If we go out over the budget, with all of the antiagriculture and anti- 
farmer feeling in the country on such items, we will be in trouble. 

Secretary Benson. If you want us to take a further look at it, and 
consult further with the Bureau of the Budget, we will be happy to 
do it. 

I did not comment on the watersheds, Mr. Chairman. I would 
like to ask Mr. Peterson to comment on that. Of course, we are all 
very strongly for this program, as you know, and do not want to 
cripple it. 

Mr. Prererson. The details of the program were thoroughly dis- 
cussed, as the chairman and members of the committee know, at the 
time the agency was here. 

Mr. Wuirren. Unless there is something new, there is no need 
to go over it. 

Mr. Prererson. There is nothing new to add to what has been 
previously presented to the committee. 


DEPARTMENT ORGANIZATION 


Mr. Wuirren. Mr. Secretary, there is another thing I want to 
speak for myself on. I want to say it here because I do not know 
what the future holds. 

I know if I have three or four assistants who are in charge of things, 
it leaves me free to do this, that and the other. But it makes it harder 
for folks to get through them to me. I think that has been the result 
inthe Department. 

I say, with all due reference to these fine assistants, that I would 
rather have the testimony of the man running the agency. I would 
rather have in our hearings the testimony of Mr. Hamil, who runs 
the REA, than Mr. Scott. I would rather have Mr. Williams’ testi- 
mony about the Soil Conservation Service than Mr. Peterson’s, who 
has to get it from Mr. Williams to a great degree, and I certainly do 
not mean to disparage Mr. Peterson or Mr. Scott. 

My attention has just been called to a statement that in the Depart- 
ment you are attempting, so I am advised, to promote about six men 
who would operate under the title of area directors, with offices in the 
District of Columbia. You plan to promote them to a grade GS-16. 
fam just relating what has been passed on to me. 

Secretary Benson. What agency are you talking about, Mr. Chair- 
man ¢ 

Mr. Wurrren. I have been handed a statement which says that a 
move is underway in the Department of Agriculture to promote six 
men who will be stationed in the District of Columbia, and to promote 
then to GS-16. The jobs will not rate this high grade, so in order to 
fill them they plan to provide a grade GS-14 in each of the 49 State 
offices, 

Secretary Benson. Would you prefer not to reveal the source? 
It sounds like a rumor; I have never heard of it. 

Mr. Wurrren. I make no charge. I merely wish to learn the facts. 

If it is not true that is all right. If it is true we would like to 
how the justification. I was requested to ask you about this by a 
senior member of the Appropriations Committee. 

Secretary Benson. I do not know anything about it. 
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Mr. Roperrs. It sounds like the area directors of CSS. I know 
of no proposal to create either GS—16 for them or GS-14 in 49 State 
offices. 

(The following statement was submitted later :) 


The statement regarding a purported plan to promote 6 area directors to grade | 


GS-16 and to establish grade GS-14 positions in each of 49 State offices ap. 


parently has reference to the area directors of the Commodity Stabilization | 


Service, and the administrative officers of the State ASC committees. 

The Administrator of the Commodity Stabilization Service has not recom- 
mended grade GS-16 for the area directors. Likewise, he has not recommended 
any reclassification of the State administrative officers to grade GS-14, and » 
recommendation for such reclassification has been made to him. <A review was 
made recently in the Commodity Stabilization Service to evaluate the State 
administrative officers’ jobs in relation to positions at the State level in other 
agencies of the Department. 

Proposals such as those referred to in the statement have at no time beep 
received in, or considered by, either the Department Office of Personnel or the 
Secretary’s Office. 

Secretary Benson. I would like to comment on this question of 
organization. I think it is the responsibility through constant effort 
of the executive branch as well as the legislative branch to improve 
and make more efficient the administration of our Federal Govern- 
ment. You know all of the work done by the two Hoover Commis 
sions, and of the work done by the Committee on Government Or- 
ganization in the executive branch, as well as in the Congress. Ow 
present organization in the Department was effected, that is, the 
change was made only after a very careful study by a nonpartisan 
committee after consultation with the Committee on Government 
Organization in the executive branch of the Gov ernment, and after 


submitting our recommendations to the appropriate committees in | 


the Congress. 


eee 


I think that the system works very well. We all feel good about it. | 


It is not perfect, of course, because it is operated by imperfect human 
beings, but my door is always open to agency heads. There are about 
20 agencies in the Department, and to have all of those men reporting 
directly to the Secretary of Agriculture is certainly not good organ 
zation, whether it is in Government or out. 

Mr. Wurrren. Mr. Secretary, do you mind me making a reman 
that if you have all these assistants you might spend more time in the 
Department. That is the thought that counts with me. 

May I say I have raised this so that you could make your statemetl 
and present the other side of it for all of the people you are talking 
about. I am raising this question in order to develop it. But I do 
not know of any group that has had more experience with all aspects 
of the Department of Agriculture than about three-fourths of this 
subcommittee, because every year for many years we have spent about 
2 months reviewing all oper ations. In my personal experience her. 
and in Mr. Andersen’s 6 years, we have seen lots of Secretaries, and 
we have seen lots of other officials of the Department of Agric vulture, 
I am raising this on my own without consultation with anybody. I 
am raising it because, based on my 16 years of experience, the more 
Inyers you have between the Secretary sox the public, the less time 
he is going to give to the operations, the less he is going to know 
about it when he comes up here, and the more he is going to have t 
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turn to other men. And the more layers you have on top of the next 
layer, the harder it is for us to get to the man who really counts. 

“Mr. ANpeRSEN. Will you y ield, Mr. Chairman? 

Mr. Wuirren. I am raising this question and, as I say, you can 
take pride in the men you have here in these jobs. I cert: ainly repeat 
again, this does not come from any dissatisfaction with any of them. 
They are well qualified. But it is the organizational structure which 
[ am concerned with. That is my reaction. It is not a charge; it 
isjust the way it impresses me. 

Mr. ANDERSEN. Mr. Chairman, in relation to this specific problem 
[ am inclined to agree with you to this extent, I certainly think we 
here a splendid group of gentlemen who are Assistant Secretaries. 
I think we have an able U nder Secret: ry in Mr. Morse. I may not 
alws is agree with them but I recognize their ability. Like our chair- 
man, I have been troubled the last few years by the requirement that 

) Assistant Secretary come and make the opening statement in con- 
iaetien with each agency under him. 

Now I certainly can see the Secretary’s viewpoint in not wanting 
20 agency heads to report to him. But if I were in the Assistant 
Secretary’s position I would certainly insist that the particular head 
of that agency open up the discussion with the committee, and that 
the Assistant Secretary make his contribution to the record where 
policy questions arise. 

I think for morale alone we should require the gentleman at the 
head of the specific agency to be the one to open it be and carry on 
the bulk of the discussion relative to the agency. I do not say that 
the Assistant Secretaries or Under Secretary should not. be present. 
| would like to have them present because that is their overall responsi- 
bility. But I think they should be consulted by the subcommittee 
mainly on matters of policy, because we know that the policy level 
rests there with the Assistant Secret ary and with the Secretary. 

Secretary Benson. In commenting on what you and Mr. Andersen 
have said, I see no particular reason “why we should not come up here 
and testify in any way the committee would like us to do. If you 
would like to have the heads of agencies come up, I have full con- 
fidence in the heads of all of our agencies, just as I do in these men 
whom you have paid tribute to, and it is a well merited tribute, I 
dssure you. 

Mr. Wuirren. It was sincere. 

Secretary Benson. I am sure of that. Any way we can be most 
helpful to the committee is what we desire to do. We are glad to 
lave your suggestions at any time regarding any improvement in our 
organization. 

One thing about it is it works, and I think it is very good. 

Mr. Wuitrren. The point I was making is that this committee comes 
about as close to actually working with you as any group, over a 
long period of time. 

Secretary Benson. Yes. You have been very helpful to us in many 
Wavs, ) 

Mr. Warren. We have tried to. 

I would like for the record to show, since 1953 up to 1958, the 
‘hanges that have been made in the Secretary’s Office in creating high- 
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level jobs, and the changes in Assistant Secretaries, or whatever the 

definition may be, and the changes in the average grades and salaries, 

If we could have that in the record we would appreciate it. 
Secretary Benson. We will be glad to provide it, Mr. Chairman, 
(The information requested follows :) 


CHANGES AFFECTING THE IMMEDIATE OFFICE OF THE SECRETARY OF AGRICULTURE, 
1953-58 


In 1952 there was in the Department of Agriculture only one Assistant Secre 
tary. Under Reorganization Plan No. 2 of 1953, which became effective June 4 
1953, there were added two new positions of Assistant Secretary of Agriculture 
and a new career position of Administrative Assistant Secretary of Agriculture, 
Even though these new positions were established to facilitate the work of the 
Department, the number of average annual eee in this Office in fiscal year 
1958 was 52.9 compared with 59 such positions in 19538 

The average grades and salaries in this Office in the y years in question were as 
follows: 


1953 1958 
| | 
Average GS grade_-- y s = , 9.9 | 9.9 
Average salary: 
Excluding Presidential appointments-_-- : : oul $7, 131 7,72 
Including Presidential appointments_ - ; ane Mdaucckeeneds 7, 721 9, 042 


The increases in average salaries from 1953 to 1958 are due primarily to 
general salary increases authorized by the Federal Employees’ Salary Increase 
Act of 1955 (Public Law 94), the Federal Executive Pay Act of 1956 (Public 
Law 854), and the Federal Employees’ Salary Increase Act of 1958 (Public Law 
85-462). Note that the average GS grades remained the same. 

It is also significant that during this same period of time the total appropria- 
tion for the “Immediate office of the Secretary” remained the same except for 
the increased costs of the Federal Employees’ Salary Increase Acts of 1955 and 
1958 and the Federal Executive Pay Act of 1956 and the determination to in- 
clude in the department and agency appropriations the Government’s con- 
tribution to the retirement fund. 


PLIGHT OF CRANBERRY FARMERS 


Mr. Wuirren. Concerning this Food and Drug controversy, we 
have asked the Department to give us the full story and we have had 
it presented orally here. At the time that this cranberry situation 
arose, I felt that the Secretary of the Department of Health, Edu- 
cation, and Welfare perhaps had sent the original to the press anda 
copy to the Department. Further, according to the press, Mr. Morse, 
the Under Secretary stated—and I don’t recall the exact wording but 
he can supply it—that the farmers would be paid for their cranberries. 

Under the circumstances I thoroughly agree that they should be. 
But if this thing is to continue, where another agency can bring this 
action about at any time that it wishes to, and if the Department of 
Agriculture is going to have to pick up the check for it, with all of 
the problems we have, it just means that Mr. Flemming might bank- 
rupt Agriculture any time he got ready to. 

I notice Mr. Barrett is here. I do not know, and I have been here 
a long time, of any authority under the Commodity Credit Corpora- 
tion, or any place else, for the Department to buy ‘inedible commod- 
ities. I raise that question because it is a serious one. 
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May I say again, I think that this Department should sponsor and 
see to it that these farmers are paid. But in my opinion it should be 
by special legislation for that purpose, and not charged up to Agri- 
culture. That is the w ay I feel. 

Secondly, we come to the legal question. Is there ~~ authority 
for the Department under existing law to pay for it? I do not know 
of any. I have not made a thorough study, but I have reread the 
Commodity Credit Corporation charter and ‘the section 32 provisions, 
and I do not know of any. 

Could we have some comment on that ? 

Mr. Morse. Mr. Chairman, as a matter of record, if I was quoted 
as saying we would buy these 

Mr. Wurrren. I ¢ arefully said that the press indicated they would 
be paid. 

Mr. Morse. Yes, I know you referred to the press statement—— 

Mr. Wuirren. There is a difference. I agree they should be paid, 
and your statement was very essential at the time. Now that it has 
happened, the question is what mechanics are we going to use to do 
something about it? And we must do something about it. 

Secretary Benson. Mr. Chairman, I think no one in the Depart- 
ment made the statement that the cr anberry people would be paid. 
We all recognize that it was a very serious situation and the Govern- 
ment had a moral obligation because they were victims of an action, 
and many of them were innocent victims. We have been studying 
the thing very carefully to determine what if anything we can do 
under the law to be truly helpful to a group of farmers who have 
had this rather tragic thing happen to them. Many of them, and 
the great bulk of them, were entirely innocent Gichiens Sie, baiting 
knows, because he has been working a lot with the industry and with 
the growers, but we still have not come up with a solution. 

Mr. Wutrren. I think if you will check my earlier statement I said 
according to the press you intimated that, and I was glad to see it. 
If I were asked as chairman of this subcommittee I would say, “sure 
they are going to be paid, and ought to be.” I would have been 
—* my feelings about. the matter and I believe the feelings of 
the Congress. So my raising it was in no way a criticism of the 
Department. 

Mr. Morse. I felt I should speak up because being here the record 
might have looked as though I had been correctly quoted 

Mr. Wurrren. We want to make sure there is no mistake here. I 
want to be sure as chairman of the subcommittee, and I am sure other 
members of the committee do too. I _— to say it should be done, 
but there will have to be authority for it. Also, it should be charged 
where the responsibility is, and not to ei inany way. Sol 
will be glad if you will supply us with the legal authority, if that 
exists. I think you will find it does not, and if. it does not exist that 
is the starting point, namely, to make sure that those who should do it 
get. busy. This subcommittee is for it. 

Secretary Benson. We will go into it thoroughly. 

Mr. Barretrr. Yes. We will be glad to do it. 

I might say to you, Mr. Chairman, if the cranberries are inedible we 
cannot purchase ‘them as there would be no way to dispose of them 
in a way that would encourage domestic consumption. ‘hey have to 
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be edible so we can dispose of them through the school lunch program 
relief, and that sort of thing. 

Mr. Wurrren. That is my thought. 

Mr. Barrerr. That is the first thought. The second point is, you 
asked a there other means, and we are e xplori ng them at the present 
time. Under clause 3 of section 32 of Public Law 320, 74th C ongress, 
as amended, we might be able to make direct payments. 

Mr. Wirrren. Mr. Barrett, you have done research in this field and 
I have not, and I have a high respect for you. I would raise this 
question just as an offhand thought that strikes my mind: Under 
the act is that a payment in advance, or can you pay it after something 
has gone bad? I doubt if Congress ever meant you to go out and 
make payments for something after it was no good. 

I wonder if any legislation would not have to have a strained inter- 
pretation to make it fit this. 

Mr. Barrerr. I hope you will recognize the fact that I said we 
were exploring it. We have not come to a conclusion; and, before we 
would undertake a program, we would certainly refer the matter to 
the General Accounting Office to be certain about it. But this is a 
peculiar situation, as you well recognize. 


STILBESTROL IN POULTRY 


Mr. Wuirren. Of course it is, and the same thing applies to this 
capone t situation. 

Secretary Benson. In that case we did. I was going to say in the 
case of the caponets I think that there in the case of the purchase we did 
review it with the General Accounting Office to be sure we did have 
aus for it. 

Mr. Wuirren. Could we have a copy of the General Accounting 
Office approval ? 

Mr. Barretr. Yes; we will be glad to furnish you a copy of the 
memorandum of our conference with the General Counsel of GAO on 
this matter. 

(The material referred to follows:) 


U.S. DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE GENERAL Cot NSEL, 
Washington, D.C., January 27, 1960. 

To: The files. 
From: George E. Cooper, Director, Commodity Credit Division. 
Subject: Conference with General Accounting Office re program under section 

2 for the purchase and distribution of poultry treated with diethylstilbestrol 

(sec. 32, docket AMP S7a). 

A conference was held on January 25, 1960, at 11 o'clock in the office of Mr. 
Robert F. Keller, General Counsel, General Accounting Office, at which he and 
Mr. Moore, of his office, and Mr. Paul Reising and Mr. Wilker, accountants with 
GAO, were present. Attending as representatives of this Department were Mr. 
Edward M. Shulman and Mr. George E. Cooper, General Counsel’s Office, and 
Mr. Roy Lennartson, Deputy Administrator for Marketing Supplies, AMS. 

Prior to the meeting Mr. Shulman had, on January 21, forwarded to Mr. Keller 
a copy of section 32, docket AMP 87a, a copy of a press release of December 10, 
1959, by the Secretary of Health, Education, and Welfare, with respect to the 
use of stilbestrol in poultry, a copy of each press release which had been issued 
by USDA with respect to the program, and a copy of a memorandum of December 
9, 1959, from the General Counsel to the Secretary of Agriculture, with respect 
to the use of section 32 funds to remove from the market certain poultry which 
has been fed or treated with certain chemicals. 

Mr. Keller indicated they had reviewed such material. 
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Mr. Shulman stated that the General Counsel's Office of the Department was 
entirely satisfied as to the adequacy of the legal authority for the section 32 
program; that Mr. Reising and another GAO auditor, Mr. Henry, had, however, 
in discussions with Mr. Lennartson, on Thursday, January 21, asked questions 
which indicated that GAO might have some question concerning the legal author- 
ity for the program; that the Department did not wish to proceed with the 
program if GAO intended to raise any question as to the legal authority therefor ; 
and that, consequently, we had asked for the conference with Mr. Keller to 
make certain that the General Counsel of GAO had no question as to the adequacy 
of the legal authority for the program. 

In the general discussion which followed, it was pointed out that poultry 
treated with stilbestrol was not subject to seizure by HEW;; that the withdrawal 
of caponets from sale in their normal outlets was a voluntary action by the 
poultry trade; that the purchase and disposition of the caponets by the Depart- 
ment under the section 32 program would not only encourage the consumption 
of caponets by providing for their utilization in other than their normal trade 
outlets but would also encourage the domestic consumption of all poultry, since 
the failure to assure the withdrawal of caponets from their normal trade outlets 
would doubtless have had serious adverse effect upon the market for all poultry ; 
that the determination of the precise outlets for the caponets purchased had been 
reserved by the Secretary until the quantity and location of the poultry could 
be finally determined: that HEW had not found any residues of stilbestol in 
the white or dark meat of treated birds: and that there were available a num- 
ber of outlets for the white and dark meat, such as institutional use, relief 
feeding, and sale for pet food use, which would result in the domestic utilization 
of such white and dark meat and constitute a diversion of caponets from their 
normal trade channels, 

At the conclusion of the discussion, Mr. Keller stated that he had no question 
us tO the legal authority for the program. 

Concurred in: 

Epwarp M. SHULMAN, 
Deputy General Counsel. 
Roy W. LENNARTSON, 
Deputy Administrator for Marketing Services, AMS. 


THE SECRETARY OF HEALTH, EpUCATION, AND WELFARE, 
Washington, February 4, 1960. 
Hon. Truzk D. Morsr, 
Acting Secretary, 
Department of Agriculture, 
Washington, D.C. 


DEAR Mr. Morse: In response to your letter of January 22, the findings of 
the Food and Drug Administration have been that traces of stilbestrol in treated 
poultry are confined to the skins, livers, and kidneys of the slaughtered birds, 
and no residues of stilbestrol have been found in the white or dark meat. It 
is therefore our view that in the processing into poultry products of stilbestrol 
treated poultry complete removal of the skin, livers, and kidneys from each bird 
will produce an acceptable food product suitable for general consumer use. 

We appreciate receiving information from you with regard to your program 
for utilization of the stilbestrol treated poultry in the food supply. 

Sincerely yours 
ARTHUR S. FLEMMING, Secretary. 


Mr. Wuirren. I would like to have it because I do not think this 
problem should be saddled on Agriculture. We have everything we 
can carry now. The farmer has everything on his neck already. If 
this is going to come from the Department of Health, Education, and 
Welfare, the »y should pay for that. 

Mr. Barrerr. On the caponets, of course, Mr. Chairman, the pur- 
chase has been made on the basis that they are edible, and we have 
the opinion of the Secretary of Health, Education, and Welfare that 
with the complete removal ‘of the skins, liver, and kidne vs, each bird 
will produce an acceptable food product. 
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Mr. Wuirren. Under those circumstances I think that there might 
be a difference. I am talking to a good lawyer, and I am talking 
without having made any legal research on the matter, but my ques- 
tions come from reading the law time and time again in years past. 

Mr. Barrerr. We have the legal aspect of the cranberry problem 
being currently considered, Mr. Chairman. 


PROPOSED CHANGES IN THE AGRICULTURAL LEGISLATION 


Mr. Wuirren. Mr. Secretary, last year we asked you to submit to 
the committee a statement on all of the changes you felt should be 
made in the law. I wish to thank you for cooperating with the com- 
mittee, and I think that that submission could well be put in the 
record at this point. 

(The statement referred to is as follows :) 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Agri- 
cultural Act of 1959.” 

TITLE I—WHEAT 


DISCONTINUANCE OF ACREAGE ALLOTMENTS AND MARKETING QUOTAS ON WHEAT 


Sec. 101. The Agricultural Adjustment Act of 1938, as amended, is amended: 

(1) By amending subsection (f) of section 335 by deleting item (1) and re- 
numbering items (2), (3), and (4) as items (1), (2), and (3), respectively. 

(2) By adding at the end of section 333 the following: ‘The national acreage 
allotment determined under the foregoing provisions of this section may be 
increased by not more than 50 per centum for any crop of wheat beginning with 
the 1960 crop if the Secretary determines that such increase is necessary in 
the interests of the welfare of the agricultural economy (1) to avoid hardships 
to wheat producers, (2) to meet potential market demands for wheat, (3) to 
avoid undue restrictions on production or marketings of wheat, (4) to prevent 
disruption in the orderly marketing of wheat, (5) to insure adequate farm 
income, or (6) because of any combination of the factors above.” 

(3) By adding the following new section: 

“Sec. 339. Notwithstanding any other provision of law, acreage allotments 
and marketing quotas shall not be established for the 1963 and subsequent crops 
of wheat.” 

PRICE SUPPORT 


Sec. 102. Title I of the Agricultural Act of 1949, as amended, is further 
amended by adding at the end thereof the following: 

“Sec. 106. Notwithstanding the provisions of section 101 of this Act, price 
support to cooperators for the 1960 crop, the 1961 crop, and the 1962 crop of 
wheat, respectively, if producers have not disapproved marketing quotas, shall 
be at such level not less than 75 per centum or more than 90 per centum of 
the average price received by farmers during the three marketing years imme- 
diately preceding the marketing year for such crop as the Secretary determines 
appropriate after consideration of the factors specified in section 401(b) of 
this Act. Price support for each such crop of wheat in the case of noncooperators 
and in case marketing quotas are disapproved shall be as provided in section 
101(d) and (5). The level of price support for the 1963 crop and each 
subsequent crop of wheat shall be 90 per centum of the average price received 
by farmers during the three marketing years immediately preceding the mar- 
keting year for such crop. The Secretary shall determine and announce the 
support price for each crop of wheat in advance of the planting season on the 
basis of the statistics and other information available at that time, and such 
support price shall be final.” 


—————— 
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TITLE II—PEANUTS 


PRICE SUPPORT 


Sec. 201. Title I of the Agricultural Act of 1949, as amended, is amended by 
adding at the end thereof the following : 

“Sec. 107. Notwithstanding the provisions of section 101 of this Act, the level 
of price support to cooperators for the 1960 and each subsequent crop of peanuts, 
if producers have not disapproved marketing quotas, shall be 90 percent of the 
average price received by farmers during the 3 marketing years immediately 
preceding the marketing year for such crop. Price support for each such crop 
of peanuts in the case of noncooperators and in case marketing quotas are dis- 
approved shall be as provided in section 101(d) (3) and (5). The Secretary 
shall determine and announce the support price for each crop of peanuts in 
advance of the planting season on the basis of the statistics and other informa- 
tion available at that time, and such support shall be final.” 


AUTHORITY TO INCREASE THE NATIONAL ACREAGE ALLOTMENT 


Sec. 202. Section 358(a) of the Agricultural Adjustment Act of 19388, as 
amended, is amended by adding at the end thereof the following: “The national 
acreage allotment determined under the foregoing provisions of this section may 
be increased by not more than 50 percent for any crop of peanuts beginning with 
the 1960 crop if the Secretary determines that such increase is necessary in the 
interests of the welfare of the agricultural economy (1) to avoid hardships to 
peanut producers, (2) to meet potential market demands for peanuts, (3) to 
avoid undue restrictions on production or marketings of peanuts, (4) to prevent 
disruption in the orderly marketing of peanuts, (5) to insure adequate farm 
income, or (6) because of any combination of the factors above.” 


MARKETING ORDERS 


Sec. 203. Section Se of the Agricultural Adjustment Act, as amended, and as 
reenacted and amended by the Agricultural Marketing Agreement Act of 1937, 
as amended (7 U.S.C. 608c), is further amended as follows: 

(1) Paragraph (2) is amended by inserting “peanuts,” before “soybeans,”. 

(2) Subparagraph (B) of paragraph (11) is amended by inserting “or peanuts 
and their products,” after “milk and its products,”. 


SUBSTITUTION OF MARKETING ORDERS FOR FARM ALLOTMENTS AND QUOTAS 


Sec. 204. The Agricultural Adjustment Act of 1938, as amended, is amended 
by adding following section 359 thereof a new section as follows: 

“Sec. 360. Notwithstanding any other provisions of this Act, if and when the 
major peanut production or major peanut marketing areas as determined by the 
Secretary become covered by an order or orders in effect under the Agricultural 
Marketing Agreement Act of 1937, as amended, (1) any national marketing quota 
previously proclaimed for any crop of peanuts to be regulated under such order 
or orders and any farm acreage allotments or marketing quotas established pur- 
suant to such national marketing quota shall cease to be effective, and (2) the 
Secretary shall not thereafter proclaim a national marketing quota for any crop 
of peanuts.” 

PRICE SUPPORT IF MARKETING ORDERS ARE IN EFFECT 


Sec. 205. Effective beginning with the first crop of peanuts for which farm 
acreage allotments and marketing quotas are not in effect as a result of the 
operation of section 360 of the Agricultural Act of 1938, as amended, the Agri- 
cultural Act of 1949, as amended, is amended as follows: (1) By inserting after 
the words “any basic agricultural commodity” in the first sentence of section 101 
the words “except peanuts”; (2) by striking from section 101 (b) the words 
“and peanuts”; and (3) by amending section 107 to read as follows: 

“Sec. 107. The Secretary is authorized to make available through loans, pur- 
chases, or other operations price support to producers for peanuts at such level 
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not in excess of 90 per centum of the parity price therefor as the Secretary de- 
termines appropriate after consideration of the factors specified in section 
401(b) of this Act.” 

TITLE II—TOBACCO 

Sec. 301. Title I of the Agricultural Act of 1949, as amended, is further 
amended by adding at the end thereof the following: 

“Sec. 108. Notwithstanding the provisions of section 101 of this Act 

“(a) price support to cooperators for the 1960 crop and the 1961 crop of 
tobacco, respectively, if producers have not disapproved marketing quotas, 
shall be at such level not less than 75 per centum or more than 90 per centum 
of the average price received by farmers during the 3 marketing years im- 
mediately preceding the marketing year for such crop as the Secretary deter- 
mines appropriate after consideration of the factors specified in section 
101(b) of this Act, 

“(b) the level of price support to cooperators for the 1962 crop and each 
subsequent crop of tobacco, if producers have not disapproved marketing 
quotas, shall be 90 per centum of the average price received by farmers 
during the three marketing years immediately preceding the marketing year 
for such crop. 

“(¢) no price support shall be made available for any crop of tobaceo 
for which marketing quotas have been disapproved by producers, and 

“(d) price support may be made available to noncooperators for any 
crop of tobacco at such level not in excess of the level of price support to 
cooperators, as the Secretary determines will facilitate the effective opera- 
tion of the program. 

“The Secretary shall determine and announce the support price for each crop 
of tobacco in advance of the planting season on the basis of the statistics and 
other information available at that time, and such support price shall be final.” 

Sec. 302. Subsection (e) of section 101 of the Agricultural Act of 1949 and 
section 2 of the Act of July 28, 1945 (59 Stat. 506), as amended, are repealed 
effective with the 1960 crop. 


TITLE IV—-CONSERVATION RESERVE PROGRAM 


Sec. 401. Section 108(b) of the Soil Bank Act is amended by adding at the end 
thereof the following: “Effective beginning with 1960, the Secretary shall give 
special consideration to those States and regions where it is necessary to dis 
courage the production of wheat.” 

Sec. 402. Section 109 of the Soil Bank Act is amended 

(1) by amending subsection (a) to read as follows: 

“(a) The Secretary is authorized to formulate and announce programs under 
this subtitle B and to enter into contracts thereunder with producers during 
the eight-year period 1956-1963 to be carried out during the period ending not 
later than December 31, 1972, except that contracts for the establishment of 
tree cover may continue until December 31, 1977.” 

(2) by striking out in subsection (¢c) “$450,000,000", and substituting in 
lieu thereof ‘$500,000,000’’. 

Sec. 403. Section 211 of the Agricultural Act of 1956 is amended by striking 
out “three years” wherever it appears therein and substituting “six years”. 


TITLE V EXTENSION OF PUBLIC LAW 480 


Sec. 501. The Agricultural Trade Development and Assistance Act of 1954. 
as amended, is amended as follows: 

(1) Sections 109 and 204 of such Act are amended by striking out “1959” 
and substituting in lieu thereof 1960", 

(2) Section 108(b) of such Act is amended by striking out “1959” and 
substituting in lieu thereof “1960” and by striking out ‘“$2,250,000,000" and 
inserting in lieu thereof “$3,750,000,000"’. 

(3) Section 203 of such Act is amended by striking out “$800,000,000" and 
inserting in lieu thereof “$1,100,000,000”’. 
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EXPLANATION OF PROPOSED LEGISLATION 
WHEAT 


The proposed legislation would provide for relaxing controls for the 1960, 1961, 
and 1962 crops of wheat by authorizing the Secretary to increase the national 
average allotment for wheat up to 50 percent above the level determined by the 
existing formula, and by removing the present 30-acre limit on the number of 
acres of wheat which may be grown on a farm for use on the farm as feed, food, 
or seed without penalty. Acreage allotments and marketing quotas on wheat 
would be discontinued after 1962. 

The level of price support for the 1960, 1961, and 1962 crops of wheat would 
be at such level not less than 75 or more than 90 percent of the average price 
received by farmers during the 38 preceding marketing years as the Secretary 
determines appropriate after consideration of the general guidelines specified 
in section 401(b) of the Agricultural Act of 1949, as amended. The level of 
price support after 1962 would be 90 percent of the average price received for 
the 3 preceding marketing years. 


PEANUTS 


The proposed legislation contains provisions which would make changes in 
existing law as follows: 

1. Peanuts would be supported at 90 percent of the average price received by 
farmers during the 3 preceding marketing years. This provision would be in 
effect as long as the marketing quota provisions of the Agricultural Act of 1938, 
as amended, remain effective and peanut producers do not disapprove marketing 
quotas. 

2. The Secretary would be given authority to increase the national acreage 
allotment for peanuts by not more than 50 percent. 

3. The Agricultural Marketing Agreement Act of 1937. as amended, would be 
amended to authorize the issuance of marketing orders for peanuts. 

4. If and when the major peanut production or marketing areas become cov- 
ered by a marketing order or orders, any national marketing quotas previously 
proclaimed for any crop of peanuts to be regulated under such order or orders 
and any farm acreage allotment or marketing quotas, established pursuant to 
such national quota, would cease to be effective and the Secretary would be 
prohibited thereafter from proclaiming a national marketing quota for any crop 
of peanuts. 

5. Effective beginning with the first crop of peanuts for which farm acreage 
allotments and marketing quotas are not in effect as a result of the issuance of 
a Marketing order or orders covering the major peanut producing or marketing 
areas, price support for peanuts would be discretionary at such level not in 
excess of 90 percent of the parity price as the Secretary determines appropriate 
after consideration of the general guidelines specified in section 401(b) of the 
Agricultural Act of 1949, as amended. 


TOBACCO 


The proposed legislation would make the following changes in price support 
for tobacco: 

1, The level of price support for the 1960 and 1961 crops of each kind of 
tobacco, if marketing quotas are not disapproved, would be at such level not 
less than 75 or more than 90 percent of the average price received by farmers 
during the 3 preceding marketing years as the Secretary determines appropriate 
after consideration of the general guidelines specified in section 401(b) of the 
Agricultural Act of 1949, as amended. 

2. The level of support for the 1962 and subsequent crops of each kind of 
tobacco, if producers have not disapproved marketing quotas, would be 90 per- 
cent of the average price received by farmers during the 3 preceding marketing 
years. 











172 


CONSERVATION RESERVE PROGRAM 


The proposed legislation would extend the authority to carry out the con- 
servation reserve program for 3 years, by extending the period during which 
contracts may be signed until 1963, by extending the period during which con- 
tracts (except contracts for the establishment of tree cover) may be carried 
out until 1972, and by extending the period during which contracts for the estab- 
lishment of tree cover may be carried out to 1977. 

The proposed legislation would also increase the amount of funds which may 
be spent on the program. At the present time, under the Soil Bank Act, con- 
tracts may not be entered into which would require payments to producers, 
including the cost of materials and services, in excess of $450 million in any 
~alendar year. The appropriation act for the Department further limits the 
amount which currently may be obligated to $375 million per year. The pro- 
posed language would increase the authorization under the Soil Bank Act to 
$500 million per year. 

The Department’s recommendation that the authorization for the conserva- 
tion reserve program be increased to $500 million is subject to the following 
conditions: 

1. Participation under the extended program to emphasize “whole” farms 
now producing principally price-supported commodities, particularly allotment 
crops and those for which price support is mandatory. 

2. The appropriation for the agricultural conservation program be held to the 
level recommended in the President’s budget. 

3. Enactment of price support legislation as proposed in the President’s spe- 
cial message on agriculture, transmitted to the Congress on January 29, 1959. 

The proposed legislation would also amend the Soil Bank Act to provide 
specific authority for giving special consideration to those States and regions 
where it is necessary to discourage the production of wheat in distributing the 
national conservation reserve goal and allocating the funds to the States. 

The proposed legislation would also extend section 211 of the Agricultural 
Act of 1956 for an additional 3 years. Section 211, which will expire on May 
28, 1959. limits Federal benefits with respect to surplus crops grown on newly 
irrigated and drained land within any Federal irrigation and drainage project 
authorized after May 28, 1956, unless such crops had been produced on such 
land prior to such date and also limits Federal benefits with respect to surplus 
crops grown on land reclaimed by flood control projects authorized after May 
28, 1956, and on land so reclaimed. 


EXTENSION OF PUBLIC LAW 480 


The proposed legislution would— 
(1) extend title I of the Agricultural Trade Development and Assistance 


Act of 1954 for 1 year; 
(2) increase the amount authorized to be expended under title I of such 


act by $1,500 million ; 

(3) extend title II of the act for 1 year: 

(4) increase the amount authorized to be expended under title IT of such 
act from $800 million to $1,100 million. 

Mr. Wuirren. I have been approached now, Mr. Secretary, as have 
others on this committee, about doing something to deal with produc- 
tion. That is where our problem is--overproduction. We will have 
to figure out how to solve this problem. We will never solve the agri- 
cultural situation, in my opinion, until we go back to the source of it, 
which is overproduction. 

Mr. Marshall and I, using all of the experience we have had on this 
committee, prepared and introduced companion bills. His is H.R. 
9946, and mine is H.R. 9947. I do not know whether you are familiar 
with those bills or not, but I would like to put it in the record at this 
point. 

We understand the legislative committee did ask the Department 
for an opinion on it about a month ago. We have not received any 
response to it. I would like to have for the record your reactions to 
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this proposed legislation. Again I want to point out this is only a 
bill at this point. 

Secretary Benson. Yes, I understand that. 

Mr. Wuirren. It is not yet an act or law. 

Secretary Benson. I understand that. 

Mr. Wuirren. It relates to feed units, as Mr. Marshall conceived the 
idea. It was my idea to have a commission so that we might get 
away from all of the differences of opinion that have been built up 
between farm organizations and others. 

I would like to include this in the record and I would like to have 
your reaction to the general plan in detail, Mr. Secretary. 

(H.R. 9946 and H.R. 9947 are as follows:) 


(H.R. 9946-9947, 86th Cong., 2d sess. ] 


A BILL To amend the Agricultural Adjustment Act of 1938, as amended, to establish a 
proper relationship between wheat, corn, grain, sorghum, and other feeds on a proper 
feed unit basis, to bring supply and demand into balance, and to assist American agri- 
culture in essential adjustment during the years 1960, 1961, and 1962, and to provide 
for a permanent farm program thereafter. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Agricultural Adjustment Act 
of 1938, as amended, be further amended by adding a new section, as follows: 

“Sec. . 1. The Secretary of Agriculture is hereby authorized and directed to 
work out a proper relationship between wheat, corn, grain sorghum, and other 
feed grains, in terms of feed units, giving proper weight to present prices and 
relative feed values of such grains. 

“2 The Secretary of Agriculture is further authorized and directed to 
enter into agreements with any producer of any of the feed commodities described 
above, or any combination thereof, whereby in each of the calendar years 1960, 
1961, and 1962, the Department of Agriculture will agree to transfer to such 
farmer feed units from Government stocks in any of the said grains requested 
by the farmer in feed units equivalent to the reduction that such farmer may 
make in the overall production of such crops in such years, not to exceed 33144 
per centum on any one year, from the average production of such farmer for the 
five preceding years. To obtain such Government stocks each farmer shall (1) 
file notice with the county committee that he expects to avail himself of such 
offer, (2) agree in writing to reduce his production of feed units for the years, 
1960, 1961, and 1962, and (3) submit a statement of his production of all of said 
crops for the five preceding years. 

“3. The Secretary of Agriculture is authorized to issue such rules and regula- 
tions as may be essential to carry out the provisions of the Act. 

“4. The Secretary of Agriculture is further authorized and directed to ap- 
point a Commission of not more than twenty-five members, not less than fifteen of 
whom shall be bona fide producers of one or more of said commodities. The 
Secretary of Agriculture shall be ex officio a member of such Commission. Such 
members shall be selected from nominations submitted by the Committee on 
Agriculture of the House and the Committee on Agriculture and Forestry of the 
Senate. 

“In making such appointments the Secretary shall give due consideration to 
small producers as well as large producers, and to a fair geographical dis- 
tribution throughout the major agricultural areas of the United States. 

“5. Such Commission shall have authority to conduct studies, hold hearings, 
and make recommendations. Such Commission is directed to submit recom- 
mendations on or before January 1, 1962, for a permanent farm program for said 
commodities for the year 1963 and thereafter which will provide— 

“(1) a fair and reasonable price for said commodities at the market 
place. Such price shall take into consideration the actual costs of pro- 
duction, including increasing labor costs and a fair return on investment. 
It shall be at a level not less than that essential to maintain net farm 
income at levels comparable to industry profits and labor income; 

“(2) production goals which will keep annual production in line with 
the needs of the domestic and foreign markets, plus reasonable reserves. 
Price protection shall be made available to producers of such commodities, 
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only if such producers agree to keep actual annual production in line with 
such production goals ; and 

“(3) prices which are based on feed units so as to maintain a proper 
relationship between wheat, corn, grain sorghum, and other feed grains.” 
This Act shall take effect from and after its passage. 


Secretary Benson. Mr. Chairman, I have seen the bill and have 
reviewed it rather superficially only. I understand we are now pre- 
paring a report on it at the request of the committee. I hope to have 
a chance to look at it more carefully when the analysis is prepared. 

(The following opinion and comments were supplied by the See- 
retary on the 2! bth d: ay of March 1960, after formal hearings had 
been. closed :) 


This Department does not recommend the enactment of H.R. 9946 or H.R. 9947 
in their present form. 

The bills would amend the Agricultural Adjustment Act of 1938, as amended, 
to (a) authorize the Secretary to establish the proper relationship between 
wheat, corn grain sorghum, and other feed grains, in terms of feed units, giving 
proper weight to current prices and relative feed values of such grains; (0b) au- 
thorize the Secretary to enter into agreements with producers of such grains 
whereby in each of the years 1960, 1961, and 1962 the Department would make to 
producers a payment-in-kind out of CCC-owned stocks in any of the grains re- 
quested by the producer in feed grain units equivalent to the reduction that the 
producer may make in his overall production of such grains in such years, not to 
exceed one-third in any one year, from his average production of such grains 
during the preceding 5 years; and (c) authorize the Secretary to appoint a com- 
mission of not more than 25 members of which at least 15 shall be bona fide pro- 
ducers of one or more of such grains. Such members would be selected from 
nominations submitted by the Committee on Agriculture of the House and the 
Committee on Agriculture and Forestry of the Senate. Such commission would 
be directed to submit recommenadtions on or before January 1, 1962, for a per- 
manent program for such grains for 1963 and subsequent years which would 
provide for (1) the maintenance of net farm income at levels comparable to in- 
dustry profits and labor income through fair and reasonable prices at the mar- 
ketplace; (2) the establishment of production goals which will keep annual 
production in line with domestic and export requirements, plus reasonable re- 
serves; and (3) the maintenance of a proper price relationship between wheat, 
corn, grain sorghums, and other feed grains which would reflect the actual cost 
of production and relative feed values of such grains. 

Although it would be a simple task to determine the feed units equivalent of 
wheat and each of the feed grains on the basis of their feed values, it would, 
however, be difficult to establish a satisfactory formula under the specified 
criteria which require giving weight to current prices and the relative feed values 
of such grains. The problem is complicated by the fact that the current market- 
ing price for wheat is substantially in excess of the level reflecting the feed 

value of wheat in relationship to corn and other feed grains. Due to the opera- 
tions of agricultural programs this disparity has existed for many years. 

It is to be noted that the producer would have the option in requesting the 
specific grain from Government stocks. In view of the price disparity it is likely 
that most producers would desire wheat if the market price for wheat continued 
at a level which was considerably above its feed value. 

The administration is in favor of the payment-in-kind principle as enunciated 
in this legislation. In the President’s message of February 9, he said: 

“As part of the conservation reserve program, I would be willing to accept an 
authorization, with proper safeguards, to the Secretary of Agriculture to make 
payments-in-kind in whole or in part for the reduction of acreage devoted to 
crops in surplus and retirement of this acreage from cultivation, provided 
measures are included to keep production below total consumption while the 
payment-in-kind procedure is being used. Lacking such safeguards, a payment- 
in-kind procedure would overload the free market and thereby depress prices.” 

In order to provide strength to the market it would appear essential that 
the total available supply be reduced below the level that might otherwise exist 
in the absence of such a program. Therefore, it would probably be desirable to 
amend this program to provide for— 
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1. Payment-in-kind at a level less than the estimated feed grain units pro- 
duced. This would appear equitable since there would be considerable sav- 
ings in production costs. 

2. Provide for the voluntary placing of entire farms in the conservation 

reserve over a period of years. 

8. It would appear essential in order to meet the objective of bringing 
supply and demand more closely in balance that provision be made for con- 
tracts for several years. 

With respect to the appointment of a commission, it would appear that the 
U.S. Department of Agriculture has the facilities to develop programs in accord- 
ance with criteria enacted into law. The experienced career technicians here 
can prepare regulations and implement practical programs. 

Limiting a producer’s participation also runs counter to farmers’ desires. 
This is demonstrated by producers participating in the 1959 conservation reserve 
program. Under such program, 85 percent of the farmers signing a contract 
placed their entire eligible crop acres in the reserve, thereby reducing total crop 
production for the contract period. The best approach is to obtain a voluntary 
100 percent reduction from inefficient producers and from those who for age 
or other personal reasons are willing to make such an adjustment. Moreover, 
administrative costs are substantially less where the entire crop acres of farms 
are taken out of production than where only a part of the crop acres of farms 
are retired from production. Partial retirement of farms involves annual meas- 
urements and checking of production on the remaining crop acres of the farm. 

Expansion of the conservation reserve program, as recommended by the Presi- 
dent, will accelerate the retirement of cropland from production and reduce re- 
sources devoted to the output of crops in surplus supply. 


(Nore.—Comments subsequently supplied by the chairman :) 


It is to be noted that in the Secretary’s opinion again he recommends nothing 
affirmative. He mentions the skilled technicians within the Department who 
could meet the problem. He fails to utilize them to formulate programs. 

With regard to renting whole farms, it needs to be noticed that this could 
wreck whole communities, and would take farmers out of farming instead of 
enabling them to stay in farming. 

The suggested bill could easily be changed to require payment in same com- 
modity as that on which production was reduced. 


SOIL BANK PROGRAM 


Mr. Wuirren. Mr. Secretary, there is one comment I would like 
tomake for the record. Mention has been m: = about the soil bank, 
and certainly I am not against anything per se that might offer a 
solution. But we have pointed out in times pants the soil bank is a 
failure as any solution of our farm production problem. I believe 
that we have proven limiting acres in production won’t work. So to 
my mind, renting second-rate acres to take them out of production 
on the face of it will not work either. We had the acreage reserve for 
d years, where we rented the highest production acreage, and I think 
the Department, and the President, and the Congress agree that would 
not work. Then, if it won’t work with highest productive acreage, 
Ican’t see where less would work. For the record I quote the figures 
the Department submitted last year and again this year; 56 percent 
of all farms are listed as small farms. That is 2.6 million farms. The 
total acreage in those small farms is 275 million acres. Presently we 
are paying rates in excess of $10 an acre. The 56 percent of small 
farms produce only 9 percent of the commercial production. Thus, 

53155—60—pt. 312 
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if we rented all 275 million acres in small farms at $10 an acre, that 
is an annual cost of $2,750 million—and we would be dealing with 
only about 9 percent of the commercial production. | 

Now, if we don’t rent the small farms but rent parts of larger farms, | 
they will take the cash and use it for fertilizer on the remaining land, | 
Your present proposal is to meet this problem by renting 60 million | 
acres. And I notice that your efforts have been to lease whole farms, | 
so presumably that would mean you would be directed toward the | 
small farm. If you rented only 60 million acres, that is less than 
25 percent of the total acreage in small farms. So, if renting all 
small farms would deal with 9 percent of commercial production, 
renting less than a fourth of all small acreage would mean that we | 
would be renting at the most acreage enough to take about 2.5 percent 
of the total commercial production. 

Now I want to just point out why it is that I don’t see any hope in | 
the world for it. The soil bank I think would help the folks who 
wanted to quit farming so they would have something to live on. It | 
would help a farmer while he moved into town. I think it has some 
promise as a relief measure. But I can’t see that it could hope to 
touch the overproduction with which we are faced. 

This has been up before and I just wanted to say that for the record 
in this connection. 

Now, since the farmers are faced with low income and all, there 
are many of them in this country who would rather quit farming any 
day and get that money. But the folks that are like that are not the 
ones that are contributors in any substantial degree to this overproduc- 
tion, as shown by the record. 

Secretary Benson. Mr. Chairman, could we put in the record the 
results of the conservation reserve; the various crops that have been 
taken out, or do you have that ? 

Mr. Wuirren. It is all right to point out in the record what this 
land might have produced, if folks had farmed it and irrigated it and 
put fertilizer on it. I think the proof of the matter is the records 
on production which show how much production has increased, how- 
ever. SoI don’t want to let it go in without having a chance to show 
the other side. So supply whatever statement you would like, but 
if it is based on what the acreage could have done if somebody had 
done it, the actual records of production should also be shown. 

Secretary Benson. And what has been the record on that land. 

Mr. Wuirren. That’s right. 

Secretary Benson. We will furnish that for the record. 

Mr. Wurrren. I would like to call your attention to the fact. that 
the Comptroller General’s report has been incorporated in the record. 
In that report he said that 23 percent of the land you rented didn’t 
have any production history, and it cost the Government $270 million. 
So that is in the record. I told Mr. McLain we would be glad to 
have in the record also the response of the Department. 
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(The information referred to follows :) 


1960 conservation reserve program: Estimated impact on acreage and production of 
specified crops and land uses— Preliminary 


Acres reduced Pro uction reduced (thousands) ? 




















(thousands) ! 
Crop or land use | | | | | 
Whole} Part | All Whole| Part | All | Unit of production 
| farms | farms | farms | farms | farms | farms 
| (a) (0) (c) (d) (e) (f) (9) 
eg tenements tcl sind asincalaantemnerieel msireniomrne . 
1. Corn, harvested .............. 3, 187 1, 392 4,579 |127,498 | 55,676 |183,174 | Bushels. 
2, Wheat, harvested for grain....| 2,628 452 3,080 | 52, 560 9,047 | 61,607 | Do. 
3. Cotton, harvested _........... 57 90 660 424 67 | 491 | Bales. 
4, Peanuts, picked and threshed_ 95 53 148 | 84,814 | 47,091 |131,905 | Pounds. 
5 Riss, bervested............<.. 7{| & 7 201 14 215 | Bags (100 pounds). 
6. Tobacco, harvested. ......-..- 11 | 4 | 15 | 16,413 | 6,919 | 23,332 | Pounds. 
7. Oats, harvested for grain.....| 2,115 1, 967 4, 082 72,328 | 67,261 |139,589 | Bushels. 
8. Barley, harvested for grain-.--} 968 | 648 1,616 | 25,450 | 17,046 | 42,496 Do. 
9, Soybeans, harvested for grain. 745 344 1,089 | 14, 5388 6,698 | 21, 236 Do. 
10. Sorghum, harvested for grain_| 1, 435 2, 402 3, 837 | 40,773 | 68,211 |108, 984 Do. 
11. Flaxseed, harvested_........-. 361 238 599 | 2,633 1,736 4, 369 Do. 
12. Dry edible beans_----....---- | 60 24 84 576 223 799 | Bags (100 pounds). 
13. Irish potatoes, harvested - ---. 27 12 39 | 6,228 | 2,835] 9,063 | Hundredweight. 
14. Hay and pasture ----.....-.-.- 4, 520 72 4, 992 6, 869 718 7, 587 = hay equiva- 
ent. 
15. Vegetables, harvested _---...-. 127 97 | oy ee fabaeancoieamaegneae 
16, Other crops, harvested ae 986 700) OBS hadcnntee Icteniacsias es il tice ate 
17. BUPAIMST TAROW «oc cackcsnssnas | 1,155 187 Dion tek ain cin eel oatitesiente 
Bh TGnD ORG TAINS. on casccccucces | 1,337 #108 | ROOF Tnandenee ‘ a Sih 
19, Total, including du- | 20,334 8,084 | 20,318 |........ Lee dbcel errs: 
plication. | 
2%. Estimated conservation re- | 19, 966 8,654 | 28,620 |_...---- Blade bitonniaas 
serve acres. | | | 














1 Estimated acres which would have been devoted to this use without a conservation reserve program. 
It should not be assumed that 1960 acreage will be reduced to this extent below 1959 because some of this 
land went under contract in each of the years 1956, 1957, 1958, 1959, and 1960. 

2 Production estimated as acreage reduced multiplied by yield appropriate for quality and location of 
land. If 1960 is a favorable crop year these estimates should be low, and vice versa. 

§ Less than 500 acres. 

4 Increase. 

' Variations between items 19 and 20 are due to double cropping, crop failure replanted, and similar 
unusual land uses. Conservation reserve acres reflect estimated achievement at end of contract signing 
period based on present State authorizations. 


DEPARTMENT’S COMMENTS PERTAINING TO PRIOR USE OF LAND IN THE 
CONSERVATION RESERVE 


Section 107(a)(1) stipulates that land eligible to participate in the program 
is acreage “regularly used in the production of crops (including crops such as 
tame hay, alfalfa, and clovers, which do not require annual tillage).” 

It is the opinion of the Department that an erroneous impression is created by 
your statement relative to the estimated annual payment cost of the acreage in 
the conservation reserve normally idle, summer fallowed, or devoted to hay and 
pasture. You estimate that 23 percent or 5.4 million acres of the 23 million 
acres now in the conservation reserve represents this type of land for which 
an annual payment of $54 million is being made ($10 per acre). The statement 
that 23 percent of the acreage in the conservation reserve is normally devoted to 
these uses is not contested. However, we believe it is a misrepresentation of 
the facts to imply that the retirement of this acreage will not make a significant 
contribution to the reduction of the excessive supplies of agricultural com- 
modities. 

For instance where summer fallowing is practiced, a considerably smaller 
production would result if the land were not summer fallowed in the year prior 
to the growing of the crop. In many instances a crop cannot be economically 
produced without summer fallowing. 
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Provisions in the Soil Bank Act require the inclusion in the conservation 
reserve of land normally devoted to tame hay. The retirement of land devoted 
to tame hay certainly contributed substantially to a reduction in the production 
of livestock and livestock products. In general it can be said that the produe- 
tion of hay is absolutely necessary in connection with the production of live- 
stock products. 

Land devoted only to pasture (permanent pasture) is not eligible to be placed 
in the conservation reserve. It is true that the occasional pasturing of land 
devoted to tame hay does not disqualify this land for inclusion in the conserva- 
tion reserve. This is a customary part of the cropland rotation pattern on many 
farms under which it is economically efficient to graze the residual hay stand for 
a year or two before the return of such land to corn, or other soil bank base crops. 

Idle land is not eligible to be placed in the conservation reserve unless it is 
used for the production of crops in the normal rotation pattern on the farm. 
It is true, the year in which such land would be idle in the rotation pattern on 
the farm that no production would result from such acreage that year. 

However, in the years of the rotation pattern in which it is used for the pro- 
duction of crops normally grown on the farm there can be no question but that 
substantial production would result from this acreage over the rotation period. 

Therefore, we believe that inclusion in the conservation reserve of land nor- 
mally devoted to these uses brings about a substantial reduction in production, 
and to include such acreage is consistent with the intent of the Soil Bank Act. 
Of course, the annual per-acre rates of payment being made for conservation 
reserve acreage would not attract very much acreage to the conservation reserve 
program if the eligible land was limited to that specific acreage which was nor- 
mally devoted to a specific commodity. 

It is true that the Soil Bank Act establishes*an extremely broad authority 
as to type of land that is eligible for conservation reserve participation, however, 
it is restrictive in that it applies to acreage regularly used in the production of 
crops. We believe that the accepted interpretation of “regularly used,”’ applies 
to all cropland included under the established rotation pattern for the individual 
farm. It is true that all such land is not devoted to a cultivated crop each year 
of the rotation period, but it is normally devoted to some type of crop which 
may include grasses, legumes, rotation pasture, ete., from which a crop is gen- 
erally removed by livestock or mechanical means. As a result all cropland in- 
cluded in the rotation pattern for the farm is in our opinion “regularly used” 
within the meaning of the term ‘acreage regularly used in the production of 
crops.” It should be noted that the definition of cropland as it applies to classifi- 
eation of land placed in the conservation reserve program is the same definition 
as that followed in classifying cropland for other related farm programs such as 
allotment, marketing quota, agricultural conservation program, and price sup- 
port. This definition of cropland has been accepted and applied uniformly in 
administering the related farm programs for a considerable number of years and 
basically has remained unchanged. 

With regard to tame hay, the act itself, specifically provides for its eligibility. 
However, it should be noted that beginning with 1960 contracts, greater restric- 
tions have been placed on the eligibility requirements of tame hay land. The 
definition of “tame hay” has been revised to provide that before such land can 
be eligible for participation in the conservation reserve program growth from 
such land must have been harvested for hay or silage during 8 of the 4 vears 
1956 through 1959. 

We believe the Department has authority under the act to include all the land 
which has been described in the regulations as eligible land. As a practical 
matter it could not do less since hay, cropland pasture, idle land, summer fal- 
lowed land, and crop failure are all real and ever-present factors in farming and 
have been so recognized by all agricultural authorities, including the Census 
Bureau of the Department of Commerce. In fact, the Census Bureau includes 
in its total cropland statistics not only all of the above land uses but some addi- 
tional ones not made eligible under the conservation reserve regulations. 

The preliminary estimates by the Department from which data shown on 
page 3 of the report apparently were derived, show that there are 5,456,000 acres 
in the 1959 conservation reserve devoted to hay, pasture, idle, fallow, and crop- 
failure uses which represents 23.5 percent of the total reserve acreage estimated 
at that time. If the 1954 U.S. census ratio of these five land uses to total crop- 
land for all farms in each State is weighted by the conservation reserve acreage 
for 1959 in each respective State the indicated national weighted average thereof 
is 41.1 percent of the comparable total cropland. This clearly indicates that the 
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proportionate part of the conservation reserve acreage devoted to the five land 
uses which are questioned is only slightly more than half as high as it would be 
if absolutely average land had been placed in the conservation reserve in each 
State. 

Even when absolute census totals are used (that is, if the five land-use ratios 
are not weighted by conservation reserve participation acreage) the U.S. ratio 
of the five land uses to total cropland for all farms is 40.2 percent which, contrary 
to the view taken in the report, shows that land under contract is, in fact, highly 
selective in this regard. One major oversight is that hay and pasture produce 
livestock and livestock products just as surely as do corn or any other grain 
crop. While the conservation reserve impact on surplus production of meat, 
butter, cheese, powdered milk, and other livestock products supported by the 
Government cannot be measured as accurately as for the grain crops, neverthe- 
less the impact exists in a very real form. 

Mr. Marsnaun. Mr. Secretary, during my first term in the Congress 
it was my privilege to serve on the committee known at that time as 
the Committee on Public Lands, and the man whom you named as 
Solicitor in the Department was serving on that committee at that 
time. I have a very high regard for him both personally and for his 
ability and I commend you for having named him to the Department 
as the General Counsel. 

Secretary Benson. You mean the present General Counsel ? 

Mr. Marsnany. Frank Barrett. 

Secretary Benson. Yes. We have had two others. I was not sure 
to which one you were referring. ‘They are all equally good. 


CORN PRODUCTION 


Mr. Marsuaus. Mr. Secretary, during some of the questioning of 
the chairman he referred to a question concerning corn. A question 
came up that maybe I was picking some of the statements out of 
context that might give a different impression than you intended 
at the hearing. I want the record and the facts to speak for them- 
selves. That is the thing that is imporant. However, in reviewing 
and studying these hearings, in going back over the information, we 
are trying to find about how well your estimates join with what finally 
takes place. That is one way a person can judge ability of a man 
to administrate. 

[am wondering if the record might be cleared up a little bit if I 
quoted this statement in the record. On page 2342 of the 1960 hear- 
ings you stated: 

On this $1.12 that you referred to Mr. Chairman, we carried out the new law 
on that. That represents 90 percent of the average market price for the last 
3 years, and we do not believe it is going to result in much change in corn 
production. There may be some expansion. There may be some acres taken 
out of soybeans or sorghum grains, and if so, it will not affect very much the 
total feed grain supply. 

So that you did recognize to some extent that there might he a 
shift. 

Then we were interested in the anticipated corn production for 
1959, and later on in the hearings the chairman was asking you about 
the corm production in 1959 as compared to what it was in 1958, and 
it is that statement that was furnished to the chairman this morning. 

You stated: 

Our feeling is that there will not be any great change in the total production 
of corn next year over this year. 
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That was comparing calendar year 1959 with 1958. Then a little 
later on you furnished the figure that you estimated as 3,800 million 
bushels of corn, and I think the figures show that there w as some- 
where around four billion and a quarter as you mentioned in your 
statement this morning. So I think the record is fairly clear on that, 

Secretary Benson. I think the biggest single factor is the weather, 
as you mentioned this morning. There are other factors too. 

Mr. Wurrren. Will the gentleman yield to me? 

Mr. Marsuauu. Yes, sir. 

Mr. Wuirren. The figures submitted by the Department show that 
the production per acre was practically identical in 1959 and 1958. 

Secretary Benson. Yes. 

Mr. Wurrren. Which is 51 and a fraction bushels per acre. So it 
is hard to see weather involved in that. 

Secretary Benson. Because, Mr. Chairman, 1958 was the best 
weather year we ever had in our history, as the record shows, for 
corn. And 1959 was about the same. So as I said this morning it is 

rarely if ever you get 2 years so completely favorable consecutively, 
1958 and 1959. 

Mr. Marsuatit. What was the expansion in corn acreage in 1959 
over 1958? 

Mr. McLarty. I have that here. The 1958 corn acreage planted 
was 74,513,000. In 1959 corn acreage planted nationally was 
85,530,000. 

Mr. Marsnaty. I believe you mentioned in your statement that 
some of that adjustment had come out of other crops competitive 
with corn, soybeans, sorghums, and so on. 

Secretary Benson. Yes, sir. 
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CHANGES IN HAY ACREAGE 












Mr. Marsuaui. Do you have any figures which would show what 
the national picture would be so far as hay is concerned ? 

Mr. McLarty. We can furnish that for the record. 

Mr. Marswatn. Will you furnish that? We talked about that 
yesterday. 

Mr. McLarn. Yes. Oats came down and hay has changed, Mr. 
Marshall. 

Mr. Marsnatu. The reason that prompts me to say that—lI re- 
ceived from our Minnesota State Farm Census of 1959 figures that 
have just recently been released, and that shows that our alfalfa 
acreage was 25,000 less than it was the year previous, and that all 
hay was 85,000—practically 86,000 less. I regret to see that trend, 
Mr. Secretary. If that land was coming out of grass and is growing 
into cultivated crops like corn, it seems to me ‘at least that that is 
a trend in the wrong direction. Do you agree with that assumption? 

Secretary Benson. Some of it went into the conservation reserve, 
wouldn’t you suppose ? 

Mr. Marsuaty. This mentions that they exempt the farms that 
were taken out of conservation reserve. 

Mr. McLatn. May I add just one thing, Mr. Marshall, in order to 
help clarify it? Part of this comes about because of a rapid change in 
leaving oats—which is a crop not profitable any way—out of the 
rotation and using more fertilizer, like Bob Garst does out in Towa, 
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and just skipping the oats-grass rotation. This is a thing that is 
rapidly changing and we are just going to have to face it. 

This is, I think, largely accountable as to why we got this change 
inthe all-hay picture, as we had nationally. 

Secretary Benson. I run into this very question again in South 
Dakota, which is not too far from your area. They look for a con- 
tinuing decline in that acreage. 

Mr. Marsuauy. What I would be interested in—because I am inter- 
ested in the conservation feature, I would be interested in seeing what 
your figures would disclose on a national basis that would show what 
effect the expansion of corn acreage might have upon taking this land 
out of grass. 

Secretary Benson. It is a very major item in expansion, too; there 
were 8 million acres put in the acreage reserve. One of the factors 
also was the fact that about 8 million acres had been in the acreage 
reserve and was released for use in 1959. Some of that went into corn. 

Mr. McLain. May I add this: The corn acreage was around just 
about what the Secretary indicated, but we had also the wheat acreage 
reserve and the other acreage reserves, which were also part of this 
picture, Mr. Marshall, as you well remember, in 1958, because the 
acreage reserve was all dropped in 1959. 

Mr. Marsnatt. I think it is further interesting to note that in 1959 
in Minnesota we had approximately 500,000 less acres in all hay as 
compared with 1954. 

Perhaps the national figures might disclose the national trend. 

Secretary Benson. We will insert them. 

(The information requested is as follows :) 


Harvested acreage of all hay: Acres 
ean a nd cei mban nei seemaiasauneaien 75, 360, 000 
Se cada caine shan ckcices re a alae ech Ss io sai sade ed delaras a tao 69, 404, 000 


CASH RECEIPTS FROM SALES OF LIVESTOCK AND CROPS 


Mr. Marsua.u. I notice that on several occasions you have referred 
to four-fifths of the agriculture that is getting along fairly well that 
is outside of controls. I have a problem in connection with some of 
the facts and tigures and I have learned to rely upon our people in 
our colleges. I found that over the years they have been very good 
about furnishing information. In January of 1960 of this year they 
published a “Minnesota Farm Business Notes,” at the University of 
Minnesota, and I would like to quote, Mr. Secretary, a couple of 
comments from. that bulletin. 

They say: 

The total cash receipts of Minnesota farmers in 1959 fell 7 percent or more 
than 100 million from the record levels established in 1958. Poultry and hog 
producers shared the bulk of the decrease. Increased marketings in part re- 
flecting the huge national supplies of feed grains depressed prices and incomes 
© producers of livestock and livestock products. 


They say further on in another paragraph: 


Cash income from crops in 1958 is estimated to be 355 million, down 38 
uillion from last year’s 393 million figure. Adjustments of acreage planted 
among crops, especially in corn and soybeans, as the USDA’s new corn program 
Went into effect were an important factor in determining income from the crops. 





They further make comment about hogs. They say: 

Hog producers began to pay the penalty for overexpansion and prices fell 
in the fall of 1958S to their lowest levels since 1955. Although marketings jp. 
creased more than 15 percent, the accompanying 28 percent decline in average 
prices for the year greatly reduced returns. Cash receipts from hogs were 
212 million, about equal to the averuge for the years 1955, 1956, and 1957, but 4 
million below the 1958 level. 

They further refer to the egg situation: 


Minnesota egg producers suffered their worst financial year since prior to 
World War Il. A slight decrease in production for the State ran counter to 
increased production for the Nation as a whole. Average prices fell below % 
cents a dozen, the lowest level since 1941. Cash receipts fell 25 percent, from 
90 million to 67 million. Low poultry meat prices added to poultry producer's 
problems as prices received for farm chickens averaged below 8 cents per 
pound for the year. 

What I am wondering, Mr. Secretary, is how that squares with 
the statement that you have made on a number of occasions that 
four-fifths of the people that do not have controls are getting along 
all right. 

Secretary Benson. Well, Mr. Marshall, of course, 1 have indicated 
many times that we would like to see farm prices better and farm in- 
come better and farm costs lower. Most of the decline that occurred 
in 1959 compared with 1958 was in the field of livestock as you know. 
I have here the figures on crops, cash receipts for crops in 1959 
nationally, and of course my statements are based on national heures, 
although I am somewhat familiar with the good work being done by 
the State college in Minnesota. But the cash receipts from crops for 
1959, this is somewhat preliminary, we haven't got the final figures 
yet, is $14,441 million compared with $14,259 million in 1958. So 
cash receipts from crops actually went up. Then, of course, there 
has been considerable recovery in livestock prices since these figures 
that you report. 

And of course we all know that in the livestock industry there are 
ups and downs. We have cycles in numbers and in prices as well. 
Hog prices were down at the beginning of 1959. They are somewhat 
better now, and we have had 3 very good vears in hogs after having 
$10 hogs as you recall in 1955. So there is some cyclical movement 
of numbers and that affects prices. But overall over a period of 
years I think that part of agriculture has been doing fairy well 
though not as well as we would like to see. 

Mr. Marsuauu. I was interested in reading some facts that the 
Grange had collected. They said in 1951 nearly all farm crops were 
supported at 90 percent of parity. Farmers received a gross of 
$20.2 billion before deducting production costs for food, that costs for 
consumers was $46.4 billion in the grocery stores. In 1958 whet 
price supports were an average of percent below 1951, farmers 
received $20.8 billion for producing 15 percent more food that costs 
consumers $57.7 billion. 

Thus consumers paid $11.3 billion more for 15 percent more food 
while farmers received $600 million more. Most of the added food 
cost was due to increases after the food left the farm. 

These include $4.8 billion in ine ‘reased labor charges, $1.4 billion im 
higher transportation costs, and $3.5 billion in business operating 
expenses such as taxes, rents, and so forth. 
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Would you like to comment on that ? 

Secretary Benson. I think that there is a lot of truth in this state- 
ment by the Grange. Of course, the big item that has adversely 
affecte .d farm income has been this tremendous increase in farm costs 
As I mentioned, in my statement, between 1939 and 1952 farm prices 
increased 135 percent. ‘There has been a further increase of 4 percent 
since 1952. I think that matter of inflated costs has probably had a 
more adverse effect on total farm income than any change in the 
farm budget. 

I have here year by year, 1950 through 1959, the cash receipts from 
livestock and crops, and the total figures, which have a bearing on 
this, and if it is agreeable with you and the chairman I would like 
to submit them for the record. This is a short table. 

Mr. Wurrren. There is certainly no objection. 

(The table referred to follows :) 


Cash receipts from sales of livestock and crops 


[In millions of dollars] 





Year Livestock Crops Total 

_ = | 

1950 ‘ on ee ee aes 16, 102 12, 409 28, 511 
1951 ai : RARE EN ES 19, 634 13, 323 32, 957 
1952 ; = 28 Etias be a eee 18, 152 14, 380 | 32, 532 
1953 ~ Sng we sek wn 16, 933 14, 193 | 31, 126 
1954 aoe 5 AD ENE ATES 16, 284 13, 669 | 29, 953 
1955 a es a 3 i <- _ 15, 880 13, 676 56 
1956 ‘ ‘ - 16, 312 14, 252 

1957..._. ‘ Shade 17, 363 12,461 | 29, 824 
1958 : sane : 19, 301 14, 259 33, 560 
1959 ‘ : - ; ; ; 18, 336 14, 441 32, 777 


1 Preliminary. 


Mr. Wurrren. Will the gentleman yield to me? 

Mr. Marsnanu. Yes, sir. 

Mr. Wurrren. In listening to the discussion between my colleague 
from Minnesota and the Secretary, I would like to repeat that one of 
mal greatest increases in farm costs has been due to this extra 25 per- 
cent, of increased production, which the records of the Department 
foes the farmers have produced, trying to have more units to sell to 
offset’ price reductions. I pointed that out this morning. In the 
period when the prices have been reduced, the farmers have increased 
total production 25 percent. So in figuring farm costs, whatever the 
reasons—and I have my own opinion—the cost of that. extra 25 per- 
cent certainly adds materially to the total costs the farmer had. 

Secretary Benson. Mr. Chairman, of course, the acreage has 
actually declined. This represents an increase in yield per acre, not 
Increased. acres. 

Mr. Wurrren. Whatever it may be, the farmers did not produce 
25 percent extra without cost to himself. That was extra cost in ferti- 
lzer, and hybrid seed, and changing seeds every year, and in harvest- 
ing. What I am saying is that he added 25 percent to his production, 
“cording to your own records, and that was not without cost. on his 
part. So I would just point out that a material part of his increased 
costs come from this increased production, for whatever reasons. 
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Secretary Benson. I was speaking of the index of the prices farm. 
ers pay for the things they buy, Mr. “Chairman, and not total produc. 
tion costs. 


Mr. Wuirren. Thank you, Mr. Marshall. 
NATIONAL AGRICULTURAL ADVISORY COMMISSION 


Mr. Marsnaui. You have an advisory committee I believe consist- 
ing of 14 men. 

Secretary Benson. Eighteen. 

Mr. MarsHauu. E ighteen. 

Secretary Benson. Yes. 

Mr. Marsuatu. It has been enlarged to 18 ? 

Secretary Benson. No, it was 18 from the beginning I believe. The 
temporary committee that was appointed before the President formal. 
ized it could have been 14, I don’t remember exactly, but since it has 
been formalized it has been 18. 

Mr. Marsnatu. I am wondering if you could furnish the names of 
those men for the record and a short statement about their back. 
ground ? 2 

Secretary Benson. Yes, I would be happy to. One is a very valu- 
able one from your own State, Dr. Jesness. 

Mr. Marswatu. Yes, Dr. Jesness has been a good friend of mine for 
many years, although we don’t always agree. 

Secretary Benson. I suppose none of us always agree. 

I have the list here, but you want a little background on each one! 
We have that in the files and will put it in the record. 

(The list of names and background information requested follows:) 


List OF MEMBERS AND TENURE OF SERVICE, INCLUDING PERIOD OF CURRENT AP- 
POINTMENT* OF THE NATIONAL AGRICULTURAL ADVISORY COMMISSION AS OF 
FEBRUARY 4, 1960 


W. I. Myers, (chairman), Ithaca, N.Y., September 2, 1953, to January 31, 1960" 


Mr. Myers has devoted nearly all of his life to agriculture, as teacher, research 
worker, administrator, and farm operator. He was born on a farm near 
Lowman, N.Y., and spent the early years of his life there. He graduated from 
Cornell University in 1914. In 1920 was appointed professor of farm finance 
and in 1938 he became head of Cornell’s Department of Agricultural Beonomics. 
Since 1943 until his recent retirement he was dean of the College of Agriculture. 
For more than 30 years Mr. Myers has lived on and operated his 78-acre farm 
near Ithaca, N.Y., where he specializes in production of eggs. 

From 1933 to 1938 Mr. Myers was on leave of absence from Cornell to serve 
as Governor of the Farm Credit Administration. He had much to do with 
drawing up legislation creating the FCA and in establishing the regional offices 
now operating in the 12 Farm Credit districts. He has also served as a member 
of several State and National commissions concerned with agricultural problems. 

Mr. Myers is a trustee or director of several philanthropic foundations and 
business corporations. 

On October 22, 1953, the President named Mr. Myers to serve as Chairman 
of the National Agricultural Advisory Commission. 


Roswell H. Anderson 
Wibaur, Mont., March 21, 1955, to January 31, 1961 


Mr. Anderson has been active in farm programs for more than 20 years. He 
was a community, county, and State committeeman in the old AAA organization 
(now Agricultural Stabilization and Conservation Service) serving as chairmat 


1 Appointments are made for terms of 3 years. 
2Term expired. 
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of the community committee in 1933. He was a farm supervisor in 1936, and a 
farmer fieldman from 1941 to April 1943, when he resigned to give full time 
to his farming operations. 

He now farms about 780 acres, with about 475 acres in crops. He produces 
wheat, corn, and grass seed. He has a herd of 35 head of beef cattle. 

Mr. Anderson is president of the Wibaux Co-op Elevator Co., and has served 
on the company’s board of directors for 12 years, 

He was a member of the Montana State Senate in 1957 and 1959. Mr. Ander- 
son has served for several years on both the board of directors of the Wibaux 
County Soil Conservation District and on the Advisory Committee for the 
Eastern Montana Branch BPxperiment Station at Sidney. 


George D. Bailey, Rochester, Vt., March 15, 1956 to January 31, 1960? 


Mr. Bailey is the owner of 500 acres of farmland. Until recently his farming 
operations covered 1,100 acres of land, including about 130 tillable acres, with 
85 head of registered Holsteins and a small sugar operation—about 700 buckets. 
He has served as president of the Vermont Holstein Club, and as director of the 
New England Holstein Friesian Association. He began farming in 1914 and has 
devoted a great deal of time and effort to marketing milk and dairy products 
in New England markets. 

Since 1934 he has been president of the Bethel Cooperative Creamery. He is 
past president and now is director of the Windsor County Farmers Exchange, 
trustee of the Gifford Memorial Hospital in Randolph, Vt., director of the Na- 
tional White River Bank in Bethel, Vt. and a selectman in his home town of 
Rochester. 

Mr. Bailey was a member of the Vermont State Agricultural Conservation Com- 
mittee from 1936 to 1945, serving as chairman from 1941 to 1945. 


Harry J. Beernink, General Manager, Washington Cooperative Farmers As- 
sociation, Seattle Wash., March 21, 1956 to January 31, 1962 


Mr. Beernink was born in Beaver Dam, Wis., and moved to Lynden, Whatcom 
County, Wash., when a child. He was reared on a poultry farm, and his stock 
made records in national egg-laying contests. 

In 1917 he helped organize and was a charter member of the Washington 
Cooperative Egg and Poultry Association (renamed Washington Co-operative 
Farmers Association in 1945). During the early years of the association, he 
was a trustee and vice president. In 1920 he resigned from the board to serve 
as manager of the Lynden branch. In 1928 he was transferred to Seattle to 
serve as assistant general manager, being promoted to general manager in 
1936, in which capacity he has since served. 

In 1936 Mr. Beernink was awarded the “Certificate of Merit” by Washington 
State College for his contribution to agriculture. During World War II he 
served on three War Production Board advisory committees and on the Selective 
Service Appeal Board No. 3, Seattle, representing agriculture. In 1958 he was 
awarded the honorary State farmer degree by the Washington State Association 
of Future Farmers of America for rendering outstanding service in the advance- 
ment of vocational agriculture and FFA. 

Mr. Beernink is a past president of the National Council of Farmer Coopera- 
tives. He represented the council at the International Federation of Agricul- 
tural Producers at Paris, France, in 1948, at Guelph, Canada, in 1949, at Purdue 
University, Lafayette, Ind., in 1957, and at Brussels, Belgium, in 1958. He is 
also trustee and vice president of the American Institute of Cooperation, trustee 


of the Seattle Chamber of Commerce, and a director of the Association of Wash- 
ington Industries. 


Robert K. Buck, Waukee, Iowa, March 13, 1958, to January 31, 1961 


Mr. Buck operates an 800-acre grain and livestock farm near Waukee, Iowa. 
After World War II service in the Navy he worked 2 years in the Agricultural 
Department of the Tennessee Valley Authority. He started farming in 1948. 

Before the war he was a farm management specialist for Iowa State College 
and the Farmers Home Administration. He received B.S. and M.S. degrees from 
Iowa State. 

Mr. Buck is a member of the board of trustees of the Iowa State College 
Agricultural Foundation, a member of USDA’s Production Economics Advisory 
Committee, and a member of the Livestock Committee of the Iowa Farm Bureau 


_— 


*Term expired. 





186 


Federation. He also is on the Agricultural Committee of the National Planning 
Association, and wrote their report, “Beginning Farmers—A Vulnerable Group 
in American Agriculture.” 

W. Aubrey Calloway, Bosco, La., March 15, 1956, to January 81, 1962 

Mr. Calloway owns and operates a 1,600-acre farm in Ouachita Parish, La, 
Approximately 600 acres of this is pastureland. Since 1930 he has engaged in 
diversified farming consisting of cotton, corn, small grains, cattle, and hogs. 
His cattle consist of a commercial Hereford herd and a registered Angus herd. 
A small herd of registered Herefords was added in 1956, and a herd of reg- 
istered Hampshire hogs in 1957. 

He also owns and operates a cotton gin, a feed mill, a seed (field) grading 
plant, and a general store. From 1925 to 1930 he was engaged in rice and dairy 
farming. 

Mr. Calloway is a member of the Louisiana Crop Improvement Association 
and Louisian Cotton Breeders Association. He served as chairman of the Fed- 
eral Farm Security Administration County Committee for two 3-year terms, and 
for 4 years was president of the Louisiana Hybrid Seed Corn Association. 
Arthur B. Evans, Cedarville, Ohio, March 21, 1955, to January 31, 1961 

Mr. Evans specializes in the breeding of purebred Hampshire hogs and pure- 
bred Angus cattle. He also does general farming on his approximately 800 acres, 
including the production of corn, wheat, oats, and clover. 

He is president of the Ohio Republican Farm Council, president of the Ohio 
Swine Improvement Association, executive vice president of the Farmers & 
Traders Bank, Jamestown, Ohio, past president of the Ohio Hampshire Breeders 
Association, member of the livestock division of the Ohio State University Eco- 
nomics Planning Board, former member of the Green County Chamber of Com- 
merce, president of the national Hampshire Swine Record Association, a former 
member of the State Board of Agriculture, honorary member of the Future 
Farmers of America, active in 4-H Club work, and has been elected to the Ohio 
State University Hall of Fame and to “The Honor Society of Agriculture,” 
Gamma Sigma Delta. 


Tom J. Hitch, President, 
Tennesse Farm Bureau Federation 
Columbia, Tenn., September 2, 19538, to January 31, 1960” 

Mr. Hitch operates a 650-acre farm where he specializes in grazing and feed- 
ing of beef catle. He also has been active in tobacco production and marketing 
in Tennessee. He has served as a member of the Tobacco Advisory Committee 
under the Research and Marketing Act of 1946. 

Mr. Hitch is president of the Tennessee Farm Bureau Federation and a dele 
gate member of the National Cotton Council for Tennessee and Kentucky, and a 
member of the board of directors of the American Farm Bureau Federation. 

He is a member of the board of directors for the Tennessee Farmers Coopera- 
tive, the Tennessee Producers Livestock Marketing Association, the Tennessee 
State Board of Agriculture, and the Southern Farm Bureau Life Insurance Co. 
He is also president of the Tennessee Farmers Mutual Insurance Co. and the 
Tennessee Rural Health Improvement Association. 


O. B. Jesness, 
Department of Agricultural Economics 
Institute of Agriculture 
University of Minnesota 
St. Paul, Minn. March 15, 1956, to January 31, 1962 

Mr. Jesness was born on the homestead of his parents in Stevens County, 
Minn., February 4, 1889. He was head of the Department of Agricultural 
Economics, University of Minnesota from 1928 until his retirement on July 1, 
1957. From 1920 to 1928 he was head of the Department of Markets and Rural 
Finance, University of Kentucky. From 1915 to 1920 he was on the staff of the 
U.S. Department of Agriculture in Washington, D.C. Mr. Jesness has given 
major attention to problems of agricultural policy in his teaching, research, 
and public service activities. 

He is a director and deputy chairman of the board of the Federal Reserve 
Bank, Minneapolis; and a director of Green Giant Co., Le Sueur, Minn., and the 


“Term expired, 
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first public director of the Minneapolis Grain Exchange. He is a member of the 
advisory council, Agricultural Commission American Bankers Association. 
He served as a consultant to the Commission on Foreign Economic Policy. He 
is a graduate of the University of Minnesota with degrees of B.S.A., M.S. and 
Ph. D. 


Arthur C. Lawrence, 
Apex, N.C., March 21, 1959, to January 31, 1961 

Mr. Lawrence was born in Wake County, N.C., on his parents’ farm which 
he now owns and operates. On 157 acres he produces Flue-cured tobacco, corn, 
wheat, oats, and pine timber. Graduated from Wake Forest College in 1928 
with an LL. B. degree, he has been farming ever since. 

Mr. Lawrence is master of the Olive Chapel (N.C.) Grange, a member of the 
North Carolina State Grange Tobacco Committee, a member of the National 
Grange Special Tobacco Committee, chairman of the Agricultural Policy Com- 
mittee of the North Carolina State Grange, and represents the North Carolina 
State Grange on the North Carolina State Rural Development Committee. He 
isa member of the board of directors of Tobacco Associates, and is Grange rep- 
resentative on the North Carolina Unit Forces for Education. 

He has been active in farm program administration since 1934, and now is serv- 
ing as chairman of his county Agricultural, Stabilization and Conservation 
Committee, a position he has held for several years. 


James J. Love, Quincy, Fla., March 21, 1956 to January 31, 1962 


Mr. Love owns and operates an S00-acre farm producing shade grown tobacco, 
general feed crops, and grazing and feeding steers. About a third of the farm 
isin timber. 

He is chairman of the Florida Board of Control (of institutions of higher 
learning and agricultural experiment stations in the State), a member of the 
State plant board, and director of Winn Dixie Stores, a Southeastern food chain. 
He is past president and a member of the executive committee, Georgia-Florida 
Shade Tobacco Growers Association, and was chairman of the Florida Committee 
of the Agricultural Adjustment Administration and its successor agencies from 
1936 to 1952. He is chairman of the board of the Quincy State Bank. 

Mr. Love was born in 1898. Heis a graduate of Davidson College. 

Flint McRoberts, Monticello, Mo., March 11, 1959 to January 31, 1962 

Mr. McRoberts owns and operates a 700-acre livestock and grain farm which 
has been in the family about 100 years. The principal farm enterprise is fatten- 
ing cattle, and the main crops are corn and pasture. 

He has served as a director in the following organizations: Missouri Livestock 
Association, Advisory Council of the University of Missouri College of Agricul 
ture, the County Farm Bureau, and the consolidated school district. In World 
War II he served with the Army. 

Mr. McRoberts was born in 1915. He is a graduate of the University of 
Missouri, with degrees of bachelor of science in Agriculture, master of science, 
and doctor of philosophy. 


Albert Mitchell, Albert, N. Mex., September 2, 1953 to January 31, 1960? 

Mr. Mitchell long has been directly interested in problems of the livestock 
industry, particularly the marketing phases of it. He owns large ranching 
interests near Albert, N. Mex. He is a member of the New Mexico Cattle 
Growers Association and has served as president of the American National 
Livestock Association, as director of the National Livestock and Meat Board, and 
asa member of the New Mexico Cattle Sanitary Board. 

Since its inception in 1947, Mr. Mitchell has been chairman of the Industry 
Advisory Committee on Foot and Mouth Disease. He has also been a member of 
the Board of Directors of the Commodity Credit Corporation and of the USDA 
National Agricultural Mobilization Board, and has served several terms as a 
member of the Federal Reserve Board, Denver branch. He was one of the 
original members of the 11-man National Agricultural Researeh Policy Com- 
mittee which was established under the Research and Marketing Act of 1946. 

Mr. Mitchell is past president of the American Hereford Association and the 
American Quarter Horse Association. 


Term expired 
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Hassill E. Schenck, Lebanon, Ind., March 18, 1958, to January 31, 1961 


Mr. Schenck owns a tenant-operated 210-acre farm, specializing in meat type 
hogs and feeder cattle. He has farmed since 1916, and has served on director- 
ates of industrial, purchasing, marketing, and financing farm cooperatives since 
1935. 

From 1937-57 Mr. Schenck was a director of the American Farm Bureau Fed- 
eration. The last 10 years he was a member of the executive committee. He 
served as president of the Indiana Farm Bureau from 1936-57. He was also 
president of the Indiana Farm Bureau Insurance Companies during this period, 

Mr. Schenck was a U.S. representative to the Inter-American Conference on 
Agriculture in 1945 at Caracas, Venezeula. He represented the American Farm 
Bureau Federation at International Federation of Agricultural Producers con- 
ferences in Holland in 1947, Canada in 1950, and at Purdue University in 1957 
when the general farm organizations of the United States were hosts. 
Forrest A. Stamper, Plainville, Kans., March 13, 1958, to January 31, 1961 

Mr. Stamper grows wheat and raises cattle on a 3,600-acre farm which he 
operates with his brother. He has farmed in the Plainville area of western 
Kansas since 1921. 

He served in the Kansas State Legislature for 14 years, from 1939 to 1947 
in the house and from 1949 to 1953 in the senate. 

A native of Plainville, he attended Kansas Wesleyan University. 

Mr. Stamper is vice president of the Stockton Bank at Stockton, Kans. He 
is a member of the Rooks County Farm Bureau and has served on its board 
of directors. 


Jesse W. Tapp, chairman, board of directors, Bank of America, Los Angeles, 
Calif., September 2, 1953 to January 31, 1960 * 


Mr. Tapp is chairman, board of directors of the Bank of America in Los An- 
geles. He is a native of Corydon, Ky. An agricultural economist, Mr. Tapp, 
has wide experience with agricultural programs and enterprises. He holds a 
bachelor of science degree in agriculture from the University of Kentucky, a 
master of science degree in agricultural economics from the University of Wis- 
consin, and has done graduate work at Havard University. 

Mr. Tavp worked with the U.S. Department of Agriculture as an agricultural 
economist from 1920 to 1928, then as an economist with the National Investors 
Corp. until 1933. After that he became president and director of the Federal 
Surplus Commodities Corp. and a member of the Board of Directors of the 
Federal Crop Insurance Corporation and the Commodity Credit Corporation. 

In 1989 Mr. Tapp became vice president of the Bank of America in San Fran- 
cisco. This service was interrupted while he served briefly in the War Food 
Administration in 1943, and then as president of Axton-Fisher Tobacco Co. 
in Louisville, Ky., until 1945. Mr. Tapp was a member of the USDA Foreign 
Agricultural Trade Policy Advisory Committee under the Research and Mar- 
keting Act from 1947 through 1952. He served as a member of the President’s 
citizen advisers on the mutual security program in 1956-57, and of the Com- 
mission on Foreign Economic Policy in 1954-55. Mr. Tapp is a member of 
the American Farm Economic Association and the Academy of Political Science. 


Merrill N. Warnick, Pleasant Grove, Utah, March 11, 1959, to January 31, 1962 


Mr. Warnick, who is a native of Pleasant Grove, has been a progressive dairy 
farmer and Holstein breeder for many years, and has been active in local 
breed and agricultural associations. At present he operates a dairy herd of 
100 cows. He helped organize the Utah State Dairy Federation—now the Ameri- 
can Dairy Association of Utah—and served as its vice president for 2 years, and 
its president for 16 years. 

He is immediate past president of the American Dairy Association, having 
held this post for 4 years, and before that was a member of the executive 
committee for 10 years. 

Mr. Warnick is a director of the local cooperative milk producers association, 
and a member of the American Farm Bureau Federation. He is a past director 
of the Board of the Holstein-Friesian Association of America, and has received 
the association’s Progressive Breeders Registry Award. 

He served for 8 years as a member of the Board of Trustees of Utah State 
Agricultural College at Logan, and in 1953 received the Dairy Achievement 
Award at the college’s annual dairy short course. He served 7 years as a di- 
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rector of the Utah State Fair Board. Wearer of the 4-H Club’s diamond clover, 
presented for 20 years of club leadership, Mr. Warnick organized the first 
purebred 4—H dairy club in Utah County. 


Alin F. Wiese, Eagle Lake, Tex., March 21, 1957, to January 31, 1960? 

Mr. Wiese was born in Lissie, Wharton County, Tex., and moved to Eagle Lake, 
Tex., in 1941. 

Reared on a rice farm, Mr. Wiese began his own operations in 1938. His 
farming was interrupted in 1942 when he was called in the armed services. 
Separated from service in October 1945, he resumed farming and now farms 
360 acres of rice. 


Mr. Wiese is a member and past director of the Eagle Lake Division of the 
American Rice Growers Cooperative Association. 


RATIO OF CORN AND HOG PRODUCTION 


Mr. Marsuay, Going back to a hearing in 1953 or 1954 on the 
agricultural appropriation bill—as I recall that was the first time we 
had the privilege I believe of sitting across the table from you, per- 
haps—some statements were made ‘at that time. Because the price 
of corn has been held at a high level, it has been more profitable to 
the farmer to sell the corn and not to feed it to hogs. 

Now, since that time, how much have we reduced the price of corn ? 

Secretary Benson. Since 1953 ? 

Mr. MarsHatu. Since 1954. 

Secretary Benson. I would have to check that. I will be glad to 
submit it for the record. 

Mr. McLarn. You mean the price support, Mr. Marshall? Is that 
what you mean ? 

Mr. Marsuati. That’s right, price supports. 

Secretary Benson. Price supports in 1953 compared with 1959. 

Mr, Marsuaty. With 1959. 

Secretary Benson. Yes. 

Mr. Marswauu. I would also be interested in knowing what effect 
that had upon the increase in hog production. Would you give us a 
tatement on that ? 

Secretary Benson. That is a very difficult thing to measure because 
here are many factors. But we will do the best we can on it. 


CCC INVESTMENT IN CORN 


Mr. Marsa. I think you furnished the figures this morning as 
how much corn was in the CCC stocks when you became Secretary, 
ad I am wondering how much was in stock in 1959. 

Secretary Benson. We can supply those figures. 

(The information is as follows :) 


CCC investment in corn, as of Dec. 31, 1959 


Quantity Value 


| Bushels 
rials ell ia hia Sn Milas aback ed 265, 279, 685 $309, 419, 650 


Loans outstanding ‘ 
ice ee Kp sdenkcckvundwodscacaswashesanenaam—/ | Sie ae | 2, 172, 954, 403 


iding inventory 





Total investment........-----c----cecececcaceececeacee-eceeee-------| 1, 800,70, 087 | 2, 482, 374, 143 


‘Term expired. 
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Mr. Marsuauty. And what is your estimate for June 30, 19607 Do 
you have any estimates as to how much corn? 

Secretary Benson. We don’t have the intentions to plant yet, but 
when those come, of course, they are the most. accurate thing we will 
have by way of estimates, and of course we relate those estimated acre- 
ages to normal yields. We can’t tell what the weather is going to be, 
so that is the best we can do. Now, do you want to wait until those 
intention reports come out and have us supply it? 

Mr. Marsuauu. I don’t like to get inaccurate figures on this. | 
think we will just faites that. 

Secretary Benson. Al] right; fine. 


SPOILAGE OF CCC COMMODITIES 


Mr. Marsuatit. How much corn has deteriorated since you took 
over the operation of Commodity Credit 

[ am not talking about the corn that you reduced because of the 
danger of it going out of condition. I am talking about the com 
which was actually spoiled. 

Secretary Benson. Spoiled ? 

Mr. Marsuauu. Yes. 

Mr. McLarty. It has been infinitesimal, Mr. Marshall. We wil 
supply the best estimate of it we can, but it has been negligible. 

Mr. Marsnauy. One of our members, not of this committee, had 
quite a lot to say about the huge spoilage of stocks. 

Mr. McLain. This is inaccurate bec rause we haven’t had a huge 
loss in any stocks. One of our purposes is to keep it from getting m 
that condition and we have done a good job on it. 

Secretary Benson. There have been some statements by people who 
haven’t checked the record. I think the record is a good one. 

Mr. Marsuatu. I wonder if we could supply for the record at this 
point the stocks which you had in Commodity Credit that have 
actually spoiled. 

Mr. McLain. Not only for corn but for wheat and anything. 

Mr. Marswatu. Yes. 

Mr. McLarn. We will be glad to furnish it as near accurate as we 
can, and we will do it. 

Mr. Benson. We would like to furnish it, too, in terms of the per- 
centage we have handled. 

Mr. Marsuauu. That would be desirable, Mr. Secretary. 
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) (The information is as follows :) 


Losses resulting from shrinkage and spoilage, fiscal year 1960 through Dec. 31, 1959, 
compared with total loans and inventory as of Dec. 31, 1959 


Shrinkage and Loans outstanding and in- Percent 
ne | spoilage ventories as of Dec. 31, 1959 | loss on 
. shrinkage 
Sp and 
Commodity Unit | spoilage 
Quan- Loss | of total 
I tity (cost Quantity Value loans and 
inven- 
tories 
Cort Bushel } 284, 510 |$522, 011 |1, 500, 370, 087 |$2, 482, 374, 143 0.02 
Cotton 
Extra long staple Bale 250 78, 124 21, 922, 055 4 
Upland do 56, 829 7,677, 336 | 1,334, 113, 512 |-..-...._. 
] Peanuts 
Oh Farmers’ stock... Pound ; 391, 096 41,661 265, 141, 252 22, 867, 803 18 
Shelled do 37, 155 5, 202 68, 967, 954 11, 486, 130 05 
Rice 
he Milled... ___...--..| Hundred 2,714 | 28,161 3, 687, 464 39, 744, 819 | .07 
, weight. 
rn Rough do 9,741 | 53,478 9, 663, 429 49, 649, 198 11 
Wheat $ ..-| Bushel -| 65,444 | 209,558 |1, 414, 463, 503 | 3, 435, 779, 836 | 01 
Barley : do 35, 199 37, 577 124, 679, 836 124, 767, 349 03 
Beans, dry edible ..| Hundred- 1, 027 6,418 1, 712, 890 10, 210, 645 06 
weight. 
Flaxseed Bushel 3, 380 9, 302 1, 761, 534 4,961, 112 .19 
ll Grain sorghum Hundred- 14, 149 37, 341 318, 713, 030 781, 363, 110 
- weight 
Honey < Pound 13 1 3, 207, 109 301, 432 ws 
} Oats Bushel 29, 875 18, 909 62, 166, 205 36, 643, 010 05 
lad Rve do 1, 895 2, 139 5, 978, 077 6, 833, 879 03 
Sovbeans do 17, 474 38, 803 63, 607, 494 126, 662, 380 . 03 
thar commoditie 560, 909, 613 
1g¢ 
. Total 953, 482 9, 050, 590, 026 01 
i 


losses resulting from shrinkage and spoilage, fiscal year 1959 compared with total 
loans and inventory as of June 80, 1959 


ave | e hase 


Shrinkage and Loans outstanding and in- Percent 
spoilage ventories as of June 30, 1959 | loss on 
shrinkage 
Commodity Unit ind spoil- 
age of 
E Quan Loss Quantity Velue total 
we tits cost loans 
} and in- 


ventories 


yer- 





Corn < Boe cee ee 504, 482 |$928, 747 |1, 455, 394, 683 |$2, 374, 758, 814 | 0.04 

‘otton 

Extra long staple sittin Bale 228 72, 226 20, 091, 551 ' 

Upland Be Se ee Ree do a 11, 853 7, 093, 490 | 1, 198, 981, 581 ceest ‘ 
Pear uts 

Farmers’ stock sisdnescal: SORBG 1,980,864 , 118, 384 73, 459, 294 7, 849. 777 1. 51 

shelled - x alte do 206, 914 34, 335 77, 032, 071 12, 457, 733 . 28 
Ce 

Milled ie a a .-.| Hundred- 604 5, 465 3, 347, 212 35, 570, 973 . 02 

weight. 

Rough... : ge Ses do ‘ 7,772 10, 992 5, 055, 893 26, 622, 528 04 
Vheat_____ A es _..| Bushel_... .| 330, 844 | 998, 215 |1, 234, 603, 803 | 3, 082, 569, 003 . 03 
Barley ete do 36, 342 40, 671 144, 278, 728 155, 482, 731 .03 
beans, dry edible... ..--| Hundred- 270 2, 498 532, 025 3, 845, 331 06 

. weight. 
ixseed see _.| Bushel 2. 064 6, 879 &, 826, TRO 26, 659, 214 03 
Grain sorghum _............| Hundred- 65, 376 | 154, 398 288, 419, 160 706, 871, 630 . 02 
weight. | 
Vats es te Bushel , 4, SHO 6, 235 91, 993. 924 58, 307, 353 01 
Rye ; ‘i nae do 2, 548 3, 341 9, 181, 863 10, 731, 543 03 
seeds, hay and pasture__....) Pound 37, 240 8, S40 ‘ 
Soybeans 2 ....-| Bushe! 28, 232 65, 770 76, 486, 754 164, 922, 525 O4 
Other commodities mere 693, O85, 460 ‘ 
Total S aaiminde 2,372,689 8, 578, 827. 747 . 03 
‘Gain. 
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Mr. McLarty. We are proud, Mr. Marshall, of the job that our 
county committees are doing in looking after the commodities. 

Mr. MarsHALy. Page 14 of the he: arings of 1954 the statement was 
made: 

As I unde1 stood some comments a moment ago about the corn and hog ratio, 
if corn was «ntirely free and was unsupported, what would be the cost to the 
hog producer? Do you have figures to indicate what that might have been? 

Mr. Bensc nx. I don’t have figures offhand, but if corn had been entirely free, 
there woule have been a tendency to feed a lot more of it to hogs. There would 
have been a tendency for hog numbers to remain high. There would not have 
been ap ‘aducement to sell corn, and to that extent there would have been more 
use? up in producing meat on the farms and we would not have had the surplus 
or corn we have at the present time. The farmer is always on the lookout to 
see whether he can feed that corn to hogs or whether to sell it on the cash 
ma) ket. 

Now that is exactly what happened, wasn’t it? It was reflected 
right back. 

Secretary Benson. Of course, we had unlimited corn when hog 
numbers decreased. 

The hog cycle moves largely independently of feed supplies, al- 
though of course if the farmer knows he is not going to have feed, 
naturally it will affect his breeding operations. But the farmer does, 
especially when he raises his own ‘feed, sometimes engage in livestock 
operations, some of it by the amount of feed grain he is going to 
produce or he buys some additional from his neighbors. There are 
more farmers usually who buy feed, who buy corn ‘than there are who 
sell it as you well know. 


COMPARISON OF CASH CORN PRICE AND PRICE OF HOGS 


Mr. Marsuauu. Corn was $1.59 in Chicago in 1953 and hogs $18.06 
a hundred in Chicago. I wonder if you w ould supply for the record 
what the cash corn price and the price of hogs in January of 1960 
was? So that we can have a comparable figure to compare that. with. 

Secretary Benson. We can supply that very easily. Of course, you 
had the Korean situation in that early period which was mentioned. 
Would it be helpful if we inserted the entire price pattern of hogs 
and corn during that period from 1953 right on through to the 
present ? 

Mr. MarsHatt. What I am interested in is between the two periods 
and what would be a fair comparison, and I will leave that to your 
judgment as to what would be most understandable and fair. 

Secretary Benson. Thank you. 
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(The information requested follows :) 


In 1953 the level of price support at 90 percent of parity for corn was $1.60 
per bushel. However, as you know there were no acreage allotments that year. 
The average price received by farmers for the 1953 crop of corn was $1.51 per 
bushel. As you know, there is a cyclical pattern of hog production and prices. 
This is reflected by the fact that although prices received by farmers for corn 
averaged $1.42 per bushel in 1954-55, hog prices in December of 1955 hit a low 
of $10.60 per hundredweight. During the years that followed 1953 corn prices 
were supported as follows: 

[Dollars per bushel] 





Price support | Price received 


1. 62 .42 
. 1. 58 1,35 

Sh nc hacku dd béna nd ewethdticeeobnethOtdedesdnRh bbe sis beahenaenmiedaee 1, 50-1, 25 .29 

Te a ae ae 1. 40-1. 10 1.11 

MCLs. <3... Usb saidion Facbscanmok-saeaatale sedan diaaedcadaabiadiainacehdadbis 1. 36-1. 06 | 

I si Sc dike eh ih ce hn uc cn ee at wl ta tg oes snd Wester ter Nn ts cerca a 


| | 


Hog prices in the years 1957 and 1958 averaged $17.80 in 1957 and $19.60 in 
1958, from about $3 to $5 per hundredweight higher than in the last period 
when hogs were fed primarily from corn supported at 90 percent of parity. 
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Support price on corn, by crop years, 1953 through 1959 


| Compliance 


Noncompliance in 
commercial! area 


Crop year 
Percent 
Support Support support 
price price j price 1s 
| of parity 
1953 | $1. 60 90 
1954 1. 62 WD 
oe 1, 58 S7 
1. 50 s4 $1. 25 70 
7 1) 1. 10 oo 
8 1. 36 77 1.06 60 
5 i. 12 | 


90 percent of $1.25, average price received by farmers in calandar year, 1956-58. 


The level of price support outside the commercial corn producing area is 
75 percent of the level of price support to cooperators in the commercial corn 
producing area. 


DAIRY PRICE SUPPORTS 


Mr. Marsitaun. I have a question coming up about the dairy pro- 
gram. I believe it has been generally felt that there is a pretty good 
balance in the dairy program at the present time, but I do know that 
we have had some special programs affecting dairy prices that we did 
not have prior to 1953. 

fam convinced that from the dairy standpoint they are good pro- 
grams. I wonder if you could list those special programs that have 
been used to support dairy prices from 1953 to 1960 ¢ 

Sec retary BENSON. Since 1953. 

Mr. MarsHauu. Since 1953 4 

Secretary Benson. Yes. 

Mr. Marsuaxyi. Then I would be interested if you would put into 
the record what the price support of dairy products was in 1953 as 
compared with 1959 ? 

Secretary Benson. Yes. 

Mr. Marsuaui, And I would like for you to put in the record what 
the Government bought in each of the years, and how much money 
was spent by the Government on each one of these special programs, 
and what the production of milk in 1953, 1958, 1959, and an estimate 
for 1960 if you have it. 

Secretary Benson. Yes, we have it. We can provide that. 

Mr. Marsuauu. And also how much butter, cheese, and dried milk 
powder that CCC has bought in the past 2 months, and how this com- 
pares with January and February between 1953 and 1959 ¢ 

Secretary Benson. We will dothat, Mr. Marshall. 

(The information requested follows :) 

The program to support prices to producers for milk and butterfat by pur- 
chasing dairy products has been supplemented by two special programs. These 
are the special milk program for children and the military and the veterans’ milk 
program. Consumption by children, military personnel, and veterans’ hospital 
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patients have been greatly increased by these programs. Expenditures, by fiscal Sho 
year in which the milk has been used, have been as follows: dispos 


aa net ex 
{In millions of dollars] 


Military and | Special milk 
Year ending June 30 veterans milk} program for 
program children 


17. 

45. § 

60. 5 

66.3 

74. 3 
‘ : : 1954. - 
The support levels and prices for manufacturing milk and butterfat for the 1955. - . 
marketing years beginning 1953-54 were as follows: a “ 

Ot 

sala a a i ala neaietndeda sees See 1958... - 
| 1959... 


| Manufacturing milk Butterfat 


| ‘ 1 Inclu 


Marketing year beginning Apr. 1 & 

| Percent of | Per 100 Percent of Per pound 2 Inclu 
| 

| 


parity pounds parity (cents) ces and 


equivalent | | 3 Does 


| 


CCC 
nillior 
of non 
in san 
month; 


1954-55 
1955-56 
1956-57 


1957-58 


Nees 


eo 
SSRsaaw 


The quantities of dairy products acquired by Commodity Credit Corporation 1953 
by marketing years and their acquisition and carrying costs are shown below. 1954 5 
1955__ 
1956__ 


Quantities acquired 


Marketing year beginning or ea sci pis eel CC 
Apr. 1 and carry- 


| 
Butter Cheese Nonfat dry | Whey ing costs 
milk | products 
= on ae: tae M i 
re a, eee wiP, 


Million Million Million Million Million Santa: 

pounds pounds pounds pounds dollars x 
1953-54. .......------- 380. 456. 665.9 | ; oet.8 motio. 
MOONS ke 210. 153. 4 523. 2 xe 295. as 
1955-56... -.....--- 177.6 157.4 | 623.7 | 287.3 sumpt 
SN acca tank ceaets eco cunts 154. 197. | 798. 5 327-3 BE to knc 
1957-58. ....- 5 cate ermal 215. 248. < 778.4 ee ‘ 378.3 ; rs 
WU ee etc eee atees 150. ‘ 4.7 | WONG N= 56 ot cbess 230.9 carrier 


that h 
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Mr. 
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Purchases of cheese and nonfat dry milk directly in the market with section 
32 funds were as follows: 


Quantities acquired 

Marketing year beginning Apr. 1 r “FP ake Acquisition 
Cheese Nonfat dry 
(million milk (willion 
pounds) pounds) 








Million The ] 
dollars per cap 
1953-54 . 3.6 | . Since 
1954-55... -.-----------------0--------22-nnnnnn nescence enene 6 5. Plentify 
enti . ne ee 
1957-38 6a 4 sé | and the 
1908-00... .=<.- : OV. « ; Promoti 
ss a - The De 
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Shown below by fiscal years are the cost of Commodity Credit Corporation’s 
dispositions, the sales proceeds to CCC and to the Government as a whole, and 
net expenditures by CCC and by the Government as a whole: 


[In millions of dollars] 


Financial outcome from disposition of products 


| Total cost to; 


Commodity | Commodity Credit otal, Government 
Year ending June 30 Credit Corporation | 
Corporation | ial . cine Ee ok : 3 P 7 
| 
| CCC sales CCC net Sales Net expendi- 
| proceeds! | expenditures; proceeds 2 tures 3 
257.8 | 127.0 130.8 | 56. 7 | 201.1 
477.9 64.8 413. 1 26.3 | 451.6 
487.3 93. 4 393.9 46.0 441.3 
344.1 | 130.0 214.1 21.4 322. 7 
. 7 ‘ 376.3 161.5 214.8 29. 5 346, 8 
pee ‘ 299. 0 126. 1 172.9 23. 1 275.9 





1 Includes CCC commercial sales and CCC sales or transfers to other Government agencies. 

i Includes CCC commercial sales for dollars, foreign currency and barter, and sales to international agen- 
cies and foreign governments. 

} Does not include sec. 32 purchases in the market shown above. 


OCC purchases of dairy products in January and February 1960 totaled 32.7 
nillion pounds of butter, 0.1 million pounds of cheese, and 112 million pounds 
of nonfat dry milk compared with 29.5, 4.5, and 91.4 million pounds respectively 
in same 2 months in 1959, and 74.8, 26.9, and 72.3 million pounds in the same 
months in 1953. 


Vilk production by calendar years 


Million pounds | Million pounds 
ae i ctieediicn, Sa eee J wise: __ 125, 989 
BO ie Ny en ce ___.. 122; 294 | 1958 aia id diate 124, 883 
| Aenea Sis ROT ASS 128, 228 | 1959 eran 
| eae aac oe 474 | 1960 (estim: NIN ccctcsicaaseatsneedae 124, 400 


DAIRY AND POULTRY CONSUMPTION 


Mr. Marsuath. When you were talking to Mr. Santangelo, Mr. 
Santangelo was interested in the poultry and dairy industry pro- 
motion programs, and I would like to know what the per capita con- 
sumption of eggs in 1953 was as compared with 1959, and I would like 
to know what your ideas are as to the promotion programs that you 
carried on in order to get people to consume more eggs and what effect 
that had. 

Secretary Benson. Eggs and dairy or just eggs? 

Mr. Marsuatu. Eggs ‘and poultry would be suffici ient. I mentioned 
dairy but the eggs and poultry were what I am mainly interested i 
Secretary Benson. All right. 

(The information requested follows :) 


PER CAPITA CONSUMPTION OF EGGS 


The per capita consumption of eggs in 1953 was 379 as compared to the 1959 
per capita consumption of 345. 

Since January of 1953 through April of 1960, the Department—through its 
plentiful foods program—has participated with the poultry industry in 11 special 
Sales promotions. Seven of these promotions were conducted in behalf of eggs, 
and the remaining four covered turkeys. They included the well-known industry 
Promotions designated as Midsummer Turkey Time, and National Egg Month. 
The Department is currently working with the egg and poultry industry on 
“March Is National Egg Month” throughout the country. 





198 


In addition to these promotional events, the Department, during the same 
period, entered eggs, turkeys, and broilers and fryers as “plentiful foods” in 
its monthly plentiful foods bulletins for a total of 149 entries. During the 88. 
month period covered, eggs were listed 45 times, turkeys 50 times, and broilers 
and fryers 54 times. 

The 11 special promotional programs were carried out at the request of poultry 
and egg producers group, in cooperation with the Nation's food distributors, 
These include grocery wholesalers, retailers, and related trade elements: and 
the food service industry, which covers restaurants, industrial feeders, institu- 
tions, school lunch programs, and others. 

The Department gave vigorous support to these promotions, issuing special 
fact sheets and bulletins to trade groups, and by acting as a catalyst to unify 
and coordinate the promotional efforts of the manifold elements of the trade. 
The Department also utilized the services of its informational resources, issning 
special press releases, radio and television spots, menu and use suggestions, and 
kindred material. These were released to coincide with the periods specified 
for each promotional event. Field personnel of the Department personally 
visited the food industry and information media representatives in all major 
markets to win support for these activities, thus helping to bring about a 
eoncert of advertising, merchandising, and consumer-directed activity for the 
commodities involved. 

With regard to the monthly plentiful foods lists, eggs, turkeys, and broilers 
and fryers received considerable marketing emphasis during the periods they 
Were carried as “plentifuls.” The plentiful foods lists are distributed, on re- 
quest, to some 70,000 food distributors who use them as merchandising guides, 
and to food service operators who view them as buying guides for their menu 
offerings. 

While success of these special programs and plentiful foods listings is dificult 
to measure in terms of extra sales, very positive response to them has been 
noted. This is borne out by producer and trade observations and comments, 
and by general observations of market activitv. Consumer response has also 
been ossured by the fact that promotional techniques employed by the trades, 
as borne out by copious documentation, were of the tested and proven type 
developed by private advertising and promotional entities. 


PRICE SUPPORT VERSUS CURRENT MARKET PRICE 


Mr. Marsnatn. Now we are having a lot of feed grains and corn 
piling up in the warehouses. The question continually comes up as 
to what price that would have to be moved at to prevent it from going 
into warehouses. What would the market price of corn have to be 
in order to direct it into commercial channels instead of warehouses! 
Have you made any estimate as to what that would be? 

Secretary Benson. I don’t know that we have made anv estimate 
offhand. We could provide an estimate. As was mentioned this 
morning, on two-thirds of the commodities that are supported, the 
current market price is above the support. 

Under that condition, of course, they wouldn’t flow into Govern- 
ment warehouses. But we could provide the information you desire 
for the record if you would like us to. 

Mr. Marsnarty. That would be fine if you would do that. 

Secretary Benson. Yes. 

(The information requested follows :) 

Assuming that a price-support program is in effect for a given commodity, the 
question put by Mr. Marshall asks what price in the marketplace would be 
required to move the commodity into normal channels instead of into price 
support as a potential inventory obligation of CCC. 

If. at the time of harvest, the market price of the commodity exceeds the ap- 
plicable CCC price-support rate, such commodity would obviously move into 
normal market channels and not under the price-support program. If, however, 
the market price at time of harvest is not comparable to the price-support rate 
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in effect for the commodity, the farmer who needs funds places such commodity 
under CCC loan. The current interest rate on price-support loans is 34% per- 
cent per annum. The longer such commodity remains under loan, the higher the 
accrued interest obligation. Thus, as the marketing season progresses, the 
market price required to induce redemption of the price-support loan and move- 
ment of the commodity into commercial channels also increases due to the in- 
creasing expense to the producer in connection with repayment of his CCC loan 
and reacquisition of clear title thereto. 

In order to sell the mortgaged commodity to a warehouseman, the producer 
must first repay the loan plus accrued interest on that portion being redeemed. 
The market price must offer sufficient inducement to the producer by affording 
him a higher net return for the commodity. Thus, the market price must ex- 
ceed the loan plus the service charge paid by the producer when the price-sup- 
port loan was made, plus the interest accrued on the CCC loan prior to sale of 
the commodity. The incentive must also extend to the added inconvenience 
attached to repayment of the price-support loan and delivery of the commodity 
into the hands of the purchaser as required. Considering the inconvenience in- 
volved, it is logical to assume (and such has been observed) that producers are 
not interested in “breakeven” arrangements for the sheer convenience of Com- 
modity Credit Corporation. Accordingly, the price inducement alone must in- 
fluence diversion from CCC inventory to normal commercial trade channels. 

It would be reasonable to estimate that the market price 6 months after har- 
vest—using corn as an example—would have to range 10 to 15 cents above the 
local support price in order to induce producers to retain the mortgaged corn 
for sale to a local Warehouseman. 

One must not overlook the influence of reseal and extended reseal programs 
and the prospects for same in influencing producer-participation in price sup- 
port programs. A producer who has availed himself of farm storage-facility- 
loan financing offered by USDA will consider resealed income a primary source 
for the liquidation of indebtedness contracted by him in connection with increas- 
ng his onfarm storage capacity. With the prospect of reseal programs at the 
eurrent UGSA rates for a variety of grain commodities, producers will be 
prone to disregard marginal market price advantages and hold commodities 
under price support in order to take advantage of farm storage reseal income 
under the pattern of the past several years. Naturally, USDA is forced to 
reconsider annually the overall storage situation prior to making available such 
reseal programs. During the past few years producers participating in reseal 
programs have realized a return of approximately 16 cents per bushel per annum 
for corn held in farm storage upon the maturity date of the original loan. It 
can be readily seen that this is further inducement to the producer to withhold 
lis CCC loan collateral from the commercial market despite minor increases in 
market price over and above the applicable price-support rate. 


GRAIN 





PRODUCTION 

Mr. Marsrauri. It has | been re peatedly referred to in speeches both 
ip here on the Hill and in newspapers—I believe by yourself—that 
wheat 1s our big problem. 

Secretary Benson. [think it is. 

Mr. Marsnani. But in reviewing the figures, Mr. Secretary, and 
the prospects ahead on the matter of production, I personally can’t 
agree with that. It seems to me that our big problem is feed grain 
and corn. 

Secretary Benson. Of course, I think in drawing comparisons, we 
have to relate it to the total disappearance from consumption of 
those commodities. A billion bushels in corn in storage is not eee 
ag serious as a billion bushels of wheat because we consumed ! 
billion bushels of corn last year, whereas in the case of wheat we 
consumed maybe 1.1 billion. So we have to keep that in mind. Of 
course, as you know, this year the feed grain disappearance has been 
running ahead of last year. In the case of corn alone I think it is 
running about 7 percent ahead of a year ago. Our livestock population 


















is increasing. Our diets are going more to protein foods, which means 
livestock and livestock products. So we think there is going to be 
a need for some longtime increase in feed grains. Of course, we don’t 
like to see undue quantities piling up in Government warehouses, 

Mr. Marsnatu. I hope that your assumption is right, Mr. Secretary, 
and that I am wrong, because my district, and a large part of Minne- 
sota, depends upon ‘its livestock and livestock products. 

Secretary Benson. Yes. 

Mr. Marsnatx. But it seemed rather difficult for me to think in 
terms of our corn acreage increasing some 21 percent in a year’s time 
without that getting us into a great deal of difficulty. I am further 
prompted to say that because of statements which I made to you as 
coming from our college where they pointed out the disastrous effect 
last year. Now it may be that we are going to be able to consume 
many more of these livestock products and I sincerely hope you 
are right; but it certainly wasn’t true with eggs, for example. It is 
not true of pork, based upon what has happened. Of course, there 
are people that feel—and some of them are some of our college peo- 
ple—that we are really on the threshhold of increasing corn produc- 
tion many, many fold over what it is at the present time. 

Many of our college people have told me that there is a great deal 
more danger of the “technology finding ways to produce corn than 
there is of techonolgy finding ways to produce wheat. 

Do you have any comment about that ? 

Secretary Benson. Of course, that is an almost impossible thing to 
measure. I look to this technological increase and improvement to 
continue. If we should develop a shortage of feed grains with the 
great livestock population we have in this country, it could be a pretty 
serious matter. 

A reasonable carryover of feed grains is pretty good insurance if 
you are in the livestock business. I am sure you know that, being from 
a great livestock State like mine. 

“We look for some increase in livestock population. Our technicians 
tell us that we could stand about a 2 million head increase in cattle 
alone, and annually, in order to take care of our increasing consump- 
tion of meat, our increased population, and so on—increased consump- 
tion per capita—I mean of beef, plus the increase in population. 

Mr. Marsnatu. Of course, what you are saying, as a matter of 
reserve of feed stocks, we have had at times in the past. And I am 
sure Mr. McLain can remember those times when wheat was actually 
an asset from a feed grain standpoint. 

Secretary Benson. There was a time when we used to feed between 
100 and 200 million bushels of wheat largely outside of the Corn Belt 
and that has pretty well dried up now, as you know. 

Mr. Marsnat. The time that I am referring to is the time that 
Commodity Credit had stocks of wheat and it was very beneficial. 

Secretary Benson. Yes. 

Mr. Marsnaru. We notice that you gave a speech out in Chicago 
on February 3, and you stated in that speech : 

Under this unsound wheat program, we are building up vested interests in 
wheat storage. Some of these interests do not want to see the scandalous wheat 
program corrected. They are on this opposing corrective legislation because they 
feel they will lose income now derived from storing Government wheat, and I 


want to say some of these people are making a great profit from the storing 
of wheat. 
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Who were you referring to when you were referring to the vested 
interests? Who are they ? 

Secretary Benson. We have had reports coming to us indicating 
that there are some who feel that this program is profitable from a 
commercial and business standpoint, and that if the program should 
be corrected so there would be no large Government storage it would 
be a serious thing for them. These are reports that come to us from 
the field. It is more or less reasonable to expect that there would 
be—when we have $314 billion tied up in wheat, obviously there 
would be some who would feel they have got a pretty good thing 
on this storage business, and the reaction would be as I have indicated. 

Mr. Marsuaui. Mr. Secretary, this statement that you made is a 
general statement and I am not questioning you as far as the truth- 
fulness of your statement is concerned, but I would like to have 
spelled out who these vested interests are, because there are a lot of 
people in the grain business, there are a lot of people in the storage 
business. 

Secretary Benson. That's right. 

Mr. Marsa. Feel that they have been unfairly charged. What 
I would be interested in as a matter of protection for them and for 
an understanding of the matter if you know definitely who some of 
these vested interests are, I would like you to name some of them. 

Secretary Benson. I could check into that, Mr. Marshall. Of 
course, I meant no indictment of the great grain industry. We have 
appealed to them in various ways to increase their storage capacity 
in order to take care of this tremendous quantity that is moving into 
Government hands under the high incentive prices. We haveo -red 
inducement to get farm storage as you know in order to put this 
stuff under cover. 

So there is no feeling of trying to indict the great industry, many 
of whom also have been supporting what we consider sound legisla- 
tion to correct this situation. 

But the reports that have come to us indicate that there are some 
who believe to the contrary. 


FARM POPULATION AND EMPLOYMENT FORECAST 


Mr. Marsuauy. It was my privilege also to serve on the Commit- 
tee on Appropriations for the Departments of Labor, Health, Educa- 
tion, and Welfare. 

And I was quite interested in a very find statement that the Secre- 
tary of Labor made concerning the labor potential for years ahead 
and how they were going to be able to find jobs for people and so on. 

He had a very interesting chart that he presented to the committee. 
It showed that in professional and technical groups, that we could 
expect over a 40 percent increase from 1955 to 1965, and in the pro- 
prietors and managers group, about 21 percent, in clerical and sales 
about 26 percent and craftsmen skilled about 25 percent, and operators 
semiskilled about 21 percent there. Then he comes to service workers, 
and there would be over a 20-percent increase there. It shows a rec- 
ord of expansion in all of our occupational groups until we come to 
two groups, one of them common laborers that shows a slight de- 
crease, but it shows a terrific decrease in the occupational groups of 
employment among farmers and farm workers. That drops down to 
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about a 16-percent decrease. That is a minus figure. That is a 
decline. Has the Department of Agriculture made some estimates ? 

Secretary Benson. I saw this study, Mr. Marshall, that you refer 
to. It wasina pamphlet form. 

Mr. Marsnauyi. Yes. 

Secretary Benson. I saw the study. I don’t know whether we have 
estimates on that particular thing or not. I rather think we would 
on farm workers. 

But they would be forecasts of course, as these are. 

Mr. Marsnati. Now we are coming to a 10-year period. We are 

closing the fifties and st: irting on the sixties, Would you be able to 
make an estimate as to what we might expect as far as farm popula- 
tion en ploy ment is concerned ? 

Secretary Benson. I will check with our technicians and see if they 
could provide the best estimates possible for the record if you would 
like them. 

Mr. Marsuacy. I would appreciate that. 

Secretary Benson. All right. 

(The information requested is as follows :) 

The following are estimates of farm employment for the period 1560 through 
1970. The estimates are based on assumptions of continued high levels of 
national total employment and increasing efficiency and productivity of farm- 
workers. The Department of Agriculture estimates that an annual average of 
about 5.8 million persons will be employed as farm operators or farm laborers, 
as classified by the Bureau of the Census, in 1960. This is a decrease of about 
23 percent from the average of about 7.5 million workers in 1950.) By 165, it is 
estimated that this number will decrease to about 5.5 million and to about 5.1 
million in 1970. Thus, during the 1960-70 decade, farm employment may de- 
crease by about 12 percent. Farm employiment would then account for about 
5ore6 percent of the total labor force in 1970. 


RESPONSIBILITIES OF DEPARTMENT OF AGRICULTURE AS DISTINGUISHED 
FROM DEPARTMENT OF HEALTH, EDUCATION AND WELFARE 


Mr. Marsnatt. Now also Secretary Flemming came before our 
committee and as we have discussed with him some of the problems 
that he has had in his Department in connection with the Food and 
Drug Administration. 

Secretary Benson. Yes. 

Mr. Marsuarti. What differences do you have ae the Depart- 
ment of Agriculture and the Department of Health, Education, and 
Welfare? Now I am not asking this from the standpoint of any clash 
that you may have in your individual opinions, but what I want to 
find out is whether the law is lax so that if there is something that 
ought to be done as far as changing the law is concerned or altering it 
in some way, that we should know what the opinions of the Depart- 
ment are. 

I think in fairness to you we should say that Secretary Flemming 
has outlined before this other committee the position of the Depart- 
ment, that his Department takes. But agriculture certainly has a lot 
at stake, and I think we ought to have the view and what the opinions 
of the Department of Agriculture are. 

Secretary Benson. You mean what our responsibility is? 

Mr. Marsnati. What your responsibility is. I am wondering if 
you would rather prepare a statement for the record to cover that 
point. 
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Secretary Benson. That is a very important point, Mr. Marshall. 
I think it would be better and we could get more complete information 
if we could be given permission to prepare a statement and insert 
itin the record. I would like to do that. 

Mr. Marsnauy. I would like you to make that quite a complete 
statement. 

Secretary Benson. We will do that. You have seen the statement 
I believe that we released on the use of chemicals in agriculture. 

Mr. Marsnary. That is correct. 

Secretary Benson. We could embody that plus some additional 
information if you would like it. 

Mr. Marsnati. We would like to have a clear indication of the 
Department’s responsibility and your feelings on it. 

Secretary Benson. We will be happy to provide that. 
(The information requested is as follows :) 


RESPONSIBILITIES FOR THE WHOLESOMENESS AND SAFETY OF Foops 





Legal responsibility for insuring the safety and wholesomeness of the 
national food supply is shared on the Federal level by the Department of Agricul- 
ture and the Department of Health, Education, and Welfare. General respon 
sibility in regard to safety of food for man and feed for livestock and poultry 
is vested in the Department of Health, Education, and Welfare under the terms 
of the Food, Drug, and Cosmetic Act, as amended. Other regulatory acts, such 
as those governing foreign quarantine to prevent the introduction from abroad 
of human diseases and the licensing of biological products for human use, are 
also administered hy HEW. 

The Department of Agriculture, in addition to its overall responsibilities for 
the food supply of the Nation, is responsible for the safety and wholesomeness 
of meats and poultry products moving in interstate and foreign commerce under 
the provisions of the Meat Inspection Act and the Poultry Products Inspection 
Act. The Department of Agriculture also is responsible for administration of 
the licensing of veterinary biologics for use in the prevention and treatment of 
diseases of animals and poultry and for the administration of the Federal 
Insecticide, Fungicide, and Rodenticide Acts. 

The two Federal Departments work together in determining and evaluating 
the safe use of chemicals by farmers, processors, and distributors of food prod- 
ucts. If chemicals are not properly used and foods are found to be contami- 
hated by chemicals, or are found to be otherwise unsafe or unfit for Consumption, 
the Food and Drug Administration of the Department of Health, Education, and 
Welfare and the meat and poultry inspection services of the Department of 
Agriculture seize or condemn the products under their respective jurisdictions. 

The Department of Agriculture conducts comprehensive inspection opera- 
tions with respect to meats and poultry products, including preclearance inspee- 
tion of all carcasses, meats, and poultry products and the approval or rejection 
of all additives, including chemicals and colors. This is done under regulations 
issued by the Secretary of Agriculture as circumstances and the advance of 
knowledge require, to assure that the products marked “Inspected and passed” 
are sound, healthful, wholesome, fit for human food, and truthfully labeled. 

An example of the interrelationship of the two activities may be found in the 
case of meat or poultry which had been inspected and passed by the Depart- 
ment of Agriculture and found to be safe, wholesome, free of adulteration, 
properly labeled in conformity with the meat or poultry inspection laws, and in 
every way eligible for interstate and foreign commerce. If spoilage or adultera- 
tion or mislabeling occurs after the product leaves the inspected establishment, 
then the provisions of the Food, Drug, and Cosmetic Act apply to the product 
When seizure is effected by the Food and Drug Administration, usually the 
product is returned to the jurisdiction of the meat or poultry inspection service 
for appropriate handling. 

A more detailed statement of the Federal responsibilities which apply to 
products in interstate or foreign commerce and of the corresponding State re- 
sponsibilities covering intrastate commerce with some form of liaison or direct 
cooperation with the Federal agencies doing similar work follows: 
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A. FEDERAL RESPONSIBILITIES 


(a) Department of Agriculture 

(1) Meat Inspection Act (1906) as amended and extended.—Meat and meat 
food products derived from cattle, sheep, swine, goats, and horses are, with 
limited exceptions for farmers and retail dealers, required by law to be in- 
spected at the time of slaughter and during subsequent processing, if any, by 
inspectors appointed by the Secretary who are given broad authority to con- 
demn and remove from the channels of trade products which are unwholesome 
or otherwise unfit or unsafe for human food and to identify products which 
are found to be wholesome and fit for human consumption. The meat and meat 
food products that pass this inspection and are so marked are then fully 
eligible to move in commerce. This is a positive inspection type of preclearance 
with very broad authority to do what is necessary to assure wholesomeness 
and safety. 

(2) Poultry Products Inspection Act (1957).—This act provides for the meat 
inspection type of inspectional preclarance of slaughtered poultry and poultry 
products in interstate or foreign commerce, with specified exceptions, and in 
addition gives the Secretary authority to apply the provisions of the act to 
designated major consuming areas where it is found that poultry or poultry 
products are handled or consumed in such volume as to affect, burden, or 
obstruct interstate or foreign commerce. 

(3) Virus, Serum, Torin Act (1918).—Under this act the Secretary is re 
quired to provide a system of licensing and inspection for establishments pre- 
paring viruses, serums, toxins, or similar products intended for use in the treat- 
ment of domestic animals to prevent the movement in commerce of worthless, 
contaminated, dangerous, or harmful products. As in the case of the Meat In- 
spection and Poultry Products Inspection Acts, all such products prepared at 
an establishment under inspection are subjected to the inspection system wheth- 
er or not the total volume moves in interstate or foreign commerce. 

(4) Federal Insecticide, Fungicide, and Rodenticide Act (1947).—This act 
provides for the registration of pesticide chemicals under requirements de 
signed to provide for the safety of the user and the protection of the public 
in relation to food or feed with which such chemicals may come into contact, 
as well as to prevent the distribution of chemicals which will be ineffective for 
their intended uses. By amendment in 1959, this act was extended to include 
nematocides, plant regulators, defoliants, and desiccants. In determining the 
safety of the proposed uses of such chemicals offered for registration, due 
notice is taken of actions of the Food and Drug Administration in setting or 
denying tolerances for pesticide residues in food or feed. Registrations are 
withheld if it is determined that the proposed use would result in residues in 
food or feed not in conformance with Food and Drug Administration tolerances. 

(5) Research and extension.—The broad range of Department activities in 
these areas covers all phases of agricultural development in cooperation with the 
States and counties, educational and scientific institutions, and industry. New 
developments and recommendations must necessarily be gaged to aid in com- 
pliance with applicable laws, both State and Federal, and without regard to 
the agency administering such laws. In the handling of this work, it is es- 
sential that the requirements be clear with advance notification of changes to 
the extent that this is possible, and well publicized. 


b. Department of Health, Education, and Welfare 
(1) Federal Food, Drug, and Cosmetics Act (1939).—This act provides for 
surveillance over food, drugs, devices, and cosmetics to prevent adulteration 
and misbranding (by definition in the act the word “food” includes food or 
drink for livestock and poultry, as well as for man). Enforcement is generally 
through seizure of products moving in interstate or foreign commerce not in 
compliance with the law, although provision is also made for injunctive and 
criminal actions. The act further provides for preclearance of new drugs, the 
certification of coal tar colors, the certification of drugs containing insulin, 
penicillin, or other specified substances, emergency permit controls over manu- 
facturing, processing, or packing of food, and voluntary inspection of seafoods. 
Also, since passage of the 1938 act, two amendments have provided for pre 

clearance action: 

(i) The Miller amendment to the act, passed in 1954, provided for the 
establishing of tolerances for pesticide chemicals in or on raw agricultural 
commodities. Such tolerances are set by HEW on the basis of petitions 
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filed by the interested parties or upon the Secretary’s own motion. Seizure 
of a raw agricultural commodity containing residues of pesticide chemicals 
may then be sustained on a showing that the chemical and the amount are 
not in accord with an established tolerance; and 

(ii) The food additives amendment to the act, passed in 1958, provided 
for the preclearance of materials intended to be added to food on the basis 
of their safety for the proposed use. Actions are taken by HEW on the 
basis of petitions filed by interested parties with information tending to 
show the safety, as well as the usefulness, of the proposed additive, or at 
the Secretary’s initiative. 

Meats, meat food products, poultry, and poultry products are exempt from 
the provisions of the Food, Drug, and Cosmetic Act and its amendments to the 
extent of the application or extension thereto of the Meat Inspection Act or 
Poultry Products Inspection Act. The wording of these exemptions is such 
as to preserve the full authority of the Secretary of Agriculture in regard to 
the wholesomeness and safety of these products, but also to authorize the Sec- 
retary of HEW to take action under the Food, Drug, and Cosmetics Act with 
regard to spoilage or adulteration of such products which may have occurred 
after the products left the establishment operating under USDA inspection. 
In other words, questions of wholesomeness that relate back to the product at 
the time of inspection are not within the purview of the Food, Drug, and Cosmet- 
ies Act, but those questions which relate to adulteration of the products which 
occurs after leaving USDA jurisdiction are covered under the Food, Drug, and 
Cosmetics Act if the product is in interstate or foreign commerce. 


B. STATE RESPONSIBILITIES 


In 38 States general responsibility for the safety and wholesomeness of foods 
omparable to the combined responsibilities of USDA and HEW on the Federal 
level is vested in the State departments of agriculture. In the remaining States, 
such responsibilities are vested in the State departments of health or are divided, 
as for example, with meat inspection under agriculture and the remaining foods 
under the health department. 


CURRENT DEVELOPMENTS 


The executive branch is making a study of additives in foods and feeds in 
order to develop recommendations that will provide for the exercise of sound 
scientific judgment to the full extent that current knowledge of the subject 
makes this feasible and consistent with protection of the public health. 


CHEMICALS AND Foops 


(On January 14, 1960, the Department of Agriculture issued a statement on 
“Chemicals and Foods.” ‘The statement is as follows :) 

Our food supply in the United States is the safest, cleanest, and most whole- 
some in the world. The Department of Agriculture takes pride in the part it has 
played in making this true. 

The Department considers that the safety of the Nation’s food is its first 
responsibility in carrying out assignments from the Congress. This principle 
guides USDA research programs and regulatory and service activities pertaining 
to foods and to the use of chemicals in food production and distribution. 

The Department intends to continue and intensify its efforts to insure that 
American consumers get the foods they need and want, in adequate quantities 
at a reasonable price, and that these foods continue to meet the highest stand- 
ards of nutritional quality and wholesomeness. It strongly endorses the safe 
use of carefully tested chemicals as required to maintain the excellence, variety, 
and economy of the foods we eat. 


Role of chemicals in food production 


A wide variety of chemicals are used today in all phases of food production, 
processing, and marketing. They include chemical fertilizers, insecticides, and 
weedkillers * * * antibiotics, antiseptics, and preservatives * * * feed addi- 
tives, fumigants, fungicides * * * and others. 

These chemicals are as essential for efficient production of foods on the farm 
48 are tractors, improved varieties of crops, and better breeds of livestock 
They play as great a part in assuring consumers a continuing supply of nutritious 
and appetizing foods as do our modern methods of food processing and marketing. 
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We cannot continue to produce adequate amounts of safe and wholesome foods 
without chemicals. Abandoning their use on farms and in the food industry 
would result in immediate decline in the quantity and overall quality of our 
food supply and cause a rapid rise in food prices paid by consumers. 

On our farms, chemicals enable us to produce the great variety of foods 
people want in the tremendous quantities needed. They also give indispensable 
protection to the natural excellence of these foods against the ravages of pests 
and diseases. In large part, because of chemicals, American consumers enjoy 
fruits, vegetables, cereals, meat, poultry products, and milk of unexcelled quality 
and freedom from contamination. 

In our food factories and in trade channels, chemicals help to improve sani- 
tation and maintain quality. They make possible many of our modern con- 
venience foods, and in many other ways they aid in furnishing the bountiful, 
nutritious supply of good things to eat that we enjoy today. 

The use of chemicals in foods themselves is as old as the practice of presery- 
ing meat with salt * * * and as new as the addition of thinmine to bread. 


Government responsibility for food safety 

For more than half a century—since passage of the original Food and Drug 
Act and the Meat Inspection Act—the Federal Government has hind national 
responsibility for insuring that foods in interstate commerce are safe, pure, 
wholesome, and produced under sanitary conditions, and that all such products 
are honestly and informatively labeled and properly packaged. 

iffective enforcement of these laws, in which the Department of Agriculture 
has an essential part, is the foundation for the widespread and soundly based 
confidence Consumers have in the foods they buy. 

USDA, the State experiment stations, and industry research develop methods 
for the safe use of chemicals by farmers and the food industry. Edueational 
programs of the Department and the State extension services, geared with this 
research, provide field guidance to farmers and others in the safe and economical 
use of approved chemicals. 

Lezal responsibility for insuring the safetv and wholesomeness of our na- 
tional food supplies is shared by the Department of Agriculture and the Depart- 
ment of Heaith, Education, and Welfare, and by their counterparts in every 
State. 

USDA and DHEW work together in determining and evaluating the safe use 
of chemicals by farmers, processors, and distributors of food products. When 
chemicals are not properly used, and foods are found to be conto minated or 
otherwise unsafe. DHEW’s Food and Drug Administration and USDA’s meat 
and poultry inspection services seize or condemn the products. 

In every way possible, Department actions are aimed to assist growers, pro- 
cessors, and distributors in producing and marketing products that meet all 
the requirements of law regarding safety and wholesomeness. USDA is con- 
tinuing today, as for many vears past, to withhold approval of the use of chem- 
icals that do not meet these requirements. 


Federal meat and poultry inspection 

The Department of Agriculture has responsibility in the Federal Government 
for inspection of fresh meat and poultry and processed meat and poultry prod- 
ucts to assure that they are wholesome, free from disease and adulteration, and 
accurately labeled. 

This inspection applies to plants that prepare meat or poultry products for 
interstate or foreign commerce. It requires, first of all, Federal approval of 
the construction, equipment, processing procedures, and sanitation of each plant. 
Inspection of animals and birds in the plants begins in the holding pens or re 
ceiving rooms and extends to the final product. 

All formulas used for prepared meat and poultry products must have prior 
USDA approval. Cereals, dried milk, spices, fats, water, curing chemicals, and 
all other ingredients in such products must meet specific standards of safety 
and quality, and must be used in approved quantities. Rigid controls are main- 
tained also to insure adequate cooking, cooling, and storage facilities required 
to produce safe, high-quality products. Labels to be applied to containers oF 
packages of processed meat or poultry products must be approved before use. 
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For these inspection activities, USDA maintains chemical and biological lab- 
oratories to furnish inspectors with the information they need to make proper 
decisions in their daily work. 

Standards for meat and poultry products are developed and enforced to assure 
the purchaser that he is receiving the kind of product he is entitled to expect 
from the label. 

Responsibility for other foods 

Final jurisdiction over the safety and wholesomeness of foods moving inter- 
state other than meat and poultry products inspected by USDA, is the responsi- 
bility of the Department of Health, Education, and Welfare. This responsibility 
is carried out on the basis of compliance by food producers and distributors with 
standards established by the Food and Drug Administration. Products found 

to comply with these standards are subject to seizure. State and local gov 
nents of course have similar jurisdiction over foods in intrastate and local 
commerce, 
Pestu ide regulation 

The Department of Agriculture is responsible for registering and safe labeling 

‘insecticides, fungicides, rodenticides, chemical weedkillers, and other pesti- 
ides, including germicidal chemicals for use on inanimate surfaces. Before a 
product is registered, a list of its ingredients, directions for safe use to obtain 
the results claimed, and precautions necessary in handling must appear on the 
label. All label statements must be both factual and clear. 

USDA’s registration of pesticides and instructions for their use appearing on 
the labels requires determinations that use of the product according to instruc- 
tions is safe and will not result in harmful residues. 

Under current legislation, the Food and Drug Administration establishes 
residue tolerances or exemptions from tolerances for pesticides. USDA has 

‘sponsibility for determining whether a proposed pesticide use will leave resi 
dues on food or feed. 

Recommendations by USDA for the safe and effective use of agricultural 
chemicals by farmers are based on determination that the recommended prac 
tices Will not result in health hazards due to contamination of foods. 

Pest quarantine and eradication 

The Department’s work on prevention, control, and eradication of crop and 
livestock pests and diseases—including quarantine programs designed to keep 
foreign pests from entering this country and to halt the spread of insects and 
diseases Within our borders—also contributes to both the quality and the quantity 
of our food supplies. 

These vital programs protect foods by eliminating diseases, insects, and other 
causes of contamination of unwholesomeness at their source, before they have 
ichance to affect crops and livestock in the market. 

Grading services 

Still other phases of USDA activities that promote the high quality of our 
food and supplies include the development of commercial grade standards and 
the provision of grading services on a voluntary basis for agricultural products 
tobe sold under these standards. 

Research programs 

Agricultural and food chemicals in use today are the products of many years 
of research, in which the effect of these chemicals on the safety of our food 
supplies and the health of consumers has been a prime consideration. This 
research—conducted by the Department of Agriculture, the State agricultural 
experiment stations, and the chemical and food industries—is continuing on a 
substantial scale. 

Its objectives are not only to develop safe and effective chemicals but also 
to discover nonchemical means, including various biological agents and tech- 
hiques, for assuring efficient production and marketing of wholesome food in 
adequate quantities. 

53155—60—pt. 3-14 
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Many chemical control measures now available for use cannot be recommended 
because of inadequate information on the significance for human health of the 
residues they may leave in food products. Some insecticides and other chemicals 
now recommended, if used without proper safeguards, can leave residues that 
present actual or possible hazards. 

To meet these problems, an intensified education program is needed to insure 
proper use of present chemicals. Further research is required to develop (1) 
new methods to control insects and other pests that do not involve the use of 
chemicals, and (2) safe chemicals for pest control and improved methods for their 
application and use; for example, with specific attractants to gain greater effec- 
tiveness with smaller dosages. 

Biological methods offer the best chance for control of destructive insect pests 
by nonchemical means. In a few cases—as in the recent campaign against the 
screwworm pest of livestock in the Southeast, where radioactivity sterilized 
serewworm flies were used—biological methods have proved successful. But the 
biological agents we have discovered and learned to use so far cannot begin to 
solve our pest-control problems. Farmers must still depend primarily on safe, 
effective, and economical chemicals to produc e the quantity and quality of crops 
and livestock necessary for the Nation’s needs. 

It pays to use chemicals carefully 

Farmers, processors, and distributors all have a stake in the proper use of 
agricultural and food chemicals. Their concern with the safety and whole- 
someness of the food supply is identical with that of consumers. 

Years of experimentation and experience show conclusively that the most 
prefitable—as well as the safest—way to use chemicals in producing, process- 
ing, or marketing a food is to follow instructions on the label. 

Feeding experiments by the Department show clearly, for example, that 
there is no advantage to cattle feeders in using stilbestrol in quantities greater 
than recommended. The full value of this additive in the saving of food can 
be realized without resorting to overdoses. 

The same is true in using other chemicals in food production and marketing. 
Before a chemical can be placed on the market the manufacturer must demon- 
strate that when used as prescribed on the label, it will do the job claimed for it 
and will not leave a harmful residue. 

Growers have still another reason to use chemicals exactly as directed. If 
harmful residues are found on their products it means that they cannot be 
marketed. The continued confidence of consumers is essential to maintenance 
of stable markets. 

A continuing campaign of education for all who use agricultural chemicals is 
now being intensified by the Federal and State Extension Services. A new series 
of leaflets from the Department of Agriculture is in preparation. These and 
similar materials from the States are scheduled for wide distribution to growers 
and handlers of foodstuffs. 

Consumers, as well as farmers and the food industry, have a vital stake in 
the safe use of chemicals in food production, and in the research and regulatory 
programs of our Federal and State Governments that assure wholesome, high- 
quality foods in economical abundance. Only wide public understanding of these 
facts can provide the necessary basis for continued supply of good foods we can 
enjoy in safety. 

Mr. Marsnauz. At home I had the pleasure of listening to a pro- 
gram called “Meet the Press” when you appeared on it and I would 
like to have that program incorporated into the record at this point. 
I thought there were some things there that were quite important 
and if there is no objection we w ill insert that in the record, 

Secretary Benson. I am glad you enjoyed it. It is always an 
ordeal to go through, 
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(The document referred to follows :) 


The National Broadcasting Company Presents 
MerrET THE PREss 
America’s Press Conference of the Air 
Produced by Lawrence E. Spivak 
Guest: Ezra Tarr Benson, Secretary of Agriculture 


(Volume 4, Sunday, January 17, 1960, Number 3) 


ANNOUNCER. Now, ‘Meet the Press,” produced by Lawrence E. Spivak. Ready 
for this unrehearsed conference are four of America’s top reporters. Their 
questions, please remember, do not necessarily reflect their point of view. It is 
their way of getting behind the headlines. Now, here is the moderator of 
‘Meet the Press,” Mr. Ned Brooks. 

Mr. Brooks. Welcome once again to “Meet the Press.’ Our guest is the 
Secretary of Agriculture, Mr. Ezra Benson. He has been called the most con- 
troversial and the most durable member of President Eisenhower’s Cabinet. 
Mr. Eisenhower in his annual message to Congress called the present farm laws 
ut-of-date, ineffective, and expensive. Secretary Benson will be a central fig- 
ure in the battle now shaping up in Congress over new farm legislation. He is 
facing strong opposition in both parties to his proposals for reducing Govern- 
ment price Supports and giving the farmer more freedom in his operations. 

Secretary Benson is one of the two original members of the Eisenhower Cabi- 
net. Before becoming Secretary of Agriculture, Mr. Benson had experience as 
1 farm operator and as an oOflicial of several farm organizations. Now, Mr. 
Secretary, we will start the questions with Mr. Spivak. 

Mr. Spivak. An important sentence of the 1952 Republican platform said this: 
“The Republican Party will create conditions providing for farm prosperity and 
stability.” Do you think the Republican administration has made good on that 
promise? 

Secretary BeNson. Yes, I do, to a very large extent, as far as we can within 
the limitutions. We haven’t got the legislation we asked for, but where we have 
got legislation, I think that goal has been achieved. 

Mr. Sprvak. Your critics insist that the 7 years of your administration of the 
Agriculture Department have resulted in failure, since the farmers’ income has 
reached a 19-year low, and our surpluses are at an alltime high. How do you 
answer that, sir? 

Secretary Benson. In the first place, four-fifths of our agriculture today is free 
of controls, and is in fairly good balance and doing fairly well. It is the one- 
fifth where we have attempts by Government to fix prices, to control production, 
that we are in difficulty. And it is in that area where we have the buildup of 
surpluses, because we brought our production into Government warehouses 
instead of permitting that production to move into consumption as it should do. 

Mr. SprvAkK. You say you are in difficulty in the one-fifth, but isn’t it true that 
there are no price supports for eggs, and the egg farmers are in really serious 
difficulty? 

Secretary BENson. We produce 250 commodities commercially in this country. 
There are only 21 of those supported, and only 16 are mandatory by action of 
Congress. The great poultry industry, of course, is a free industry. It has 
insisted on staying free of Government price supports or Government controls, 
and I think wisely so. Of course, it has its good years and its bad years. That 
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is true in all segments of a free economy. We are helping where we can, of 
course. We step in to help remove market gluts and to make purchases of 
dried eggs and other commodities for school lunches and outlets we have, but 
generally speaking over the years the poultry industry has made good progress 
and has made reasonable profit. 

Mr. Spivak. Mr. Secretary, I had a telegram from a group of egg farmers 
in New Jersey who say they are going into bankruptcy at a rapid rate, that it 
costs them about 38 cents to produce a dozen eggs, and they only get about 28 
cents for them, that they are paying 22 cents a dozen for high price-supported 
feed alone. Tht is without any work or anything else, simply for the feed. 
Would you say that they are in good shape? 

Secretary Benson. No, I would not, and, of course, many farmers face very 
great difficulties because of this cost-price squeeze. ‘Their costs are very high, 
As a matter of fact, farm costs increased over 100 percent between 1939 and 1952. 
They have increased 4 percent since 1952. It is very unjust, I think, for the 
poultryman to have to buy feed that is highly supported above the market's com- 
petitive prices and then sell their own products on a free market. They have 
reason to complain. 

Mr. Sprvak. These egg farmers are operating in a free market, which is what 
you would like to see for most farmers. How are they going to solve their 
problem? 

Secretary Penson. The big thing that would help them would be to get price 
supports on the feeds that they buy in line with market prices, and then they 
would be more competitive, and their feeds would be at a more normal level, a 
lower level. That is particularily true if they are trying to use wheat in their 
feed because wheat is priced by Government mandate as you know. 

Miss Wiacins. Senator Aiken met last week with Vice President Nixon and 
described the Vice President's views on farm matters as a little left, I think 
he said, of the administration. Do you feel as confident of the Vice President's 


support of your policies as you are of the President's support? 

Secretary Benson. Mr. Nixon, of course, has been a very important part of 
the Eisenhower administration. He has participated in the development of 
the policies of the administration and has spoken out in support of them, and 


I have no reason to believe that he is not in sympathy with what we are trying 
to do. 

Miss Wieorns. Do you think he would carry out what you have begun if he 
were President? 

Secretary Benson. I would think so because, after all, there have been many 
of us who have had a part in the development of this program. Then the com- 
mittee appointed by the National Republican Committee, commonly known as 
the Percy committee, in their report they went right down the line in support 
of what the President and what I have been advocating over the years. 

Mr. Bratr. Do you expect the Vice President to campaign in the forthcoming 
Presidential Campaign on your program or on the administration’s program? 

Secretary Benson. I assume that the Vice President will campaign on every 
phase of the administration’s program, including the farm policy which the 
administration has been advocating. 

Mr. Biatr. Mr. Nixon has indicated at various times that he can’t find an- 
other answer, but at the same time he has told various people on the Hill, as 
you probably are aware, that he thought perhaps you had been a liability to 
the party. Has he ever told you that? 

Secretary Benson. No, he has not. 

Mr. Bratr. Are your relations with him friendly? 

Secretary Benson. Yes, they have always been friendly and are friendly today. 

Mr. Buarr. And he has told you. has he, that he thinks you are right? 

Secretary Benson. I am not attempting to quote the Vice President, but we 
have had discussions of the farm policy. I have had no indication of his dis- 
approval of it. Again I say he has been a part of the administration which has 
developed and tried to carry forward that policy. If there is a better policy, 
I’d like to know what it is. I am sure the Vice President feels the sume way. 

Mr. HarKNEss. If Mr. Nixon is the nominee, which seems a pretty safe guess 
at this stage, if he advocates a farm program different than yours, will you 
remain in the Cabinet while he is campaigning against your farm policy, in 
effect? 

Secretary Benson. I have no other plan than to continue in my present office 
until the President has retired. I, of course, would be very glad to see someone 
come up with an improvement over the present program we are advocating. It 
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has been developed in a bipartisan fashion by a bipartison commission in large 
measure, and I think it is sound, and I believe the administration generally feels 
the same way. 

Mr. HarKNEss. Mr. Secretary, a change of subject here: Why have you or- 
dered suspension of the grading of lamb and mutton which many consumer groups 
consider a protection of the consumer and buyer? 

Secretary BENSON. May I first say that I am in favor of the grading of farm 
products generally. Lamb grading, of course, is voluntary. It is paid for by the 
processors who use it, and about a third of our lamb has been graded. However, 
we had objections from the lamb producers and from the feeders to our past sys- 
tem of grading, objections to the criteria and also objections to the grading 
itself. 

Mr. HARKNESS. You are talking about the fat, then? 

Secretary Benson. Yes, that is part of it, and we thought it would be wise to 
suspend temporarily and to permit time to elapse to see if the industry couldn’t 
get together on a new set of criteria which would be more acceptable to the in- 
dustry generally. 

Mr. HarRKNEss. It has been charged-—and I would like your reaction to it— 
that this is really a disguised move to go ahead now and eliminate Federal grad- 
ing of beef. 

Secretary Benson. That is not true. There is no intention to eliminate the 
Federal grading of beef. Only lamb is involved here, and the meat inspection 
is not involved in the lamb grading. The meat inspection will go forward. 

Mr. Barr. Speaking of consumers, as Mr. Harkness was, your main effort in 
this session of Congress will be on wheat, to get a lower price support, remove 
acreage—or all Federal controls on production, to attempt to get a better balance. 
It is Said repeatedly by so-called agricultural experts that consumers will get a 
break if you lower price supports, and yet the history of the last few years— 
take wheat, for example—has been that as a bushel of wheat goes down—that is, 
the price support goes down—the consumers don’t seem to be getting a better 
break. In fact, on a pound loaf of bread the farmers’ take is now down from 3 
cents a bushel to 24% cents a bushel, and yet the price of bread kecvs going up. 
What reasoning is this that shows that the consumer is getting a break? 

Secretary BENSON. Of course, the amount of wheat in the loaf and the cost of 
the wheat is a relatively small part of the total cost of the loaf. Consumers will 
get a break, however, if we get our supports on wheat adjusted more nearly in 
line with market levels. In the first place, the storage alone of these huge sur- 
pluses in Government warehouses is running $1.25 million a day, just for storage 
and interest and handling. So that involves a lot of taxes. They will get some 
help there, and then there will be some adjustment in the raw product going into 
the various consumer goods. 

Mr. Spivak. In a recent statement in the New York Herald-Tribune, you were 
quoted as saying that Vice President Nixon helped to develop the administra- 
tion’s farm program. What does that mean, that he actively took part in the 
development of your farm program, or simply that he didn’t oppose it? 

Secretary Benson. There have been many discussions, of course. We have 
discussions with the legislative leaders, we have discussions with the Cabinet, 
when we are developing and proposing modifications of our farm policy and our 
farm program, and, of course, Vice President Nixon is a prominent part of 
both of those meetings, both in the Cabinet and with the legislative leaders. 

Mr. Spivak. I mean did he just not oppose it, or did he take an active part 
in planning it with you? 

Secretary BENSON. Generally speaking, the Vice President takes an active 
part in the discussions, and I would consider him a part of the development of 
the program. 

Mr. Spivak. Would you feel then that he is committed to campaigning for 
your program since he took an active part in the development of the program? 

Secretary BENSON. I would expect that he would support the program in the 
campaign. Of course, we are all looking for improvements in it. We modified 
our recommendations somewhat last year from the year before. We are con- 
Stantly looking for improvements, and I am sure the Vice President is looking 
for improvements also. 

Mr. Spivak. Then these continuing stories, or rumors at least, that have been 
published from time to time that Mr. Nixon feels that you are a handicap to the 
Republican Party and that he would like you out of the Cabinet are without 
basis in your judgment? 

Secretary Benson. So far as I know, they are nothing more than rumors. 
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Mr. Spivak. Mr. Secretary, going back to something else, there have been 
stories to the effect that you have some agricultural proposals for this coming 
Congress looking toward a more or less permanent solution of our farm problem, 
is that true? 

Secretary Benson. We expect that there will be recommendations go to the 
Congress. We have made recommendations practically every year. Sometimes 
they are largely a reaffirmation of recommendations made earlier, but I assume 
there will be some transmission of recommendations to the Congress this session. 

Mr. Spivak. Will there be anything new, do you expect, in these recommenda- 
tions? 

Secretary Benson. We haven’t got all of our recommendations finalized as 
yet, but I think they will be very much along the same line as we have recom- 
mended in the past. They will move—the recommendations would move toward 
greater freedom, greater use of price in helping to direct production and con- 
sumption, and less Government controls and the elimination of Government 
price fixing. 

Mr. Spivak. Is this a continuation of the old program which you started in 
1954, or will there be something new? 

Secretary Benson. The objectives are very much the same. The methods 
may vary a little. 

Mr. Spivak. Can you give us any idea about anything major that you are 
going to propose? 

Secretary Benson. Of course, our major problem, as Mr. Blair has indicated, 
is wheat. It is the one that I hope the Congress will give first attention to in 
the agriculture field. Our recommendations will no doubt have to do with wheat 
as well as other commodities. Tobacco, for example, is in difficulty. We are 
losing markets abroad because we are pricing our commodity out of the market, 
and we are in difficulty with some of our markets at home. We need some 
legislation on peanuts and other basic crops. These recommendations we have 
made before, and we'll no doubt repeat them again. 

Mr. Brooks. You mentioned a moment ago the tremendously high cost of 
storing these surpluses. Is there nothing that can be done about the high profits 
that are being made by the companies engaging in this business? 

Secretary Benson. As a matter of fact, I think when we go into it carefully, 
we will find that there are no great excessive profits. Of course, the costs are 
high. We all realize that, and I can sympathize with those people who are just 
waking up to the fact that it is rather tragic the way we have permitted these 
surpluses to accumulate at great cost to the taxpayer. Our records show that 
the costs have actually increased since 1952 only 12 percent or about 2.5 cents 
per bushel per year. 

Mr. Brooks. Some of the testimony before the Senate committee indicated 
profits as high as 100 percent, is that incorrect? 

Secretary Benson. Of course, the hearings are not over. You have heard 
one side. I presume the grain trade will be given an opportunity to be heard, 
and I presume the Department will also. 

Miss Wicoins. Mr. Secretary, one of the men testifying before the Symington 
subcommittee was a warehouseman, and he testified to getting 167 percent profit 
on costs. Don’t you think that those are excessive profits on a Government 
contract? 

Secretary Benson. I would say 167 percent is excessive on any kind of 4 
contract but, of course, that may be one isolated incident, I don’t know. I think 
we must keep in mind that we've had to encourage the private building of storage 
facilities, and at the same time we could not give any assurance that these facil- 
ities were going to be filled over a period of years. They all sean this wheat sit- 
uation as a temporary situation. So they have been hesitant to go into the 
storage business, and it has taken some inducement to get them to build storage. 

We have built some Government storage—almost 1 billion bushels capacity. 
We have encouraged building of storage on the farms. Many people say, “Well. 
Government storage is cheaper than private storage,” but, of course, they usually 
don’t figure taxes in because the Government pays no taxes, and oftentimes 
there are other costs not figured in. If they were all figured in, I think the 
costs would be much the same as private costs. 

Miss Wiaertns. Do you think it would be a good idea for the Agriculture 
Department to negotiate privately with individual warehousemen, as the Defense 
Department does on its contracts, rather than to negotiate with the grain it- 
dustry as a whole? 

Secretary Benson. We have negotiated and reappraised our contracts with 
the grain industry from time to time. I think our last adjustment was in 1956. 
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We have a study underway now which will be used as a basis for our renegotia- 
tion later this year. 

Mr. HARKNESS. Mr. Secretary, if we have cleaned up the surplus question 

Secretary Benson. I wish we had, fully. 

Mr. Harkness. I meant storage. Let’s go to this surplus question. You talk 
about the surplus of corn and wheat and the possibility of wheat now becoming 
a feed grain. Isn’t the net result of that, that if you use wheat as a feed grain, 
that then becomes meat, milk, poultry, eggs? Haven’t you in effect transferred 
your storage from wheat, which can be stored, into a problem of perishable 
surpluses? 

Secretary Benson. I think we should keep in mind first of all that all of these 
acres are planted. The acres taken out of wheat are planted in sorghum grains, 
to oats or barley or some other feed or forage crop. The effect of our wheat pro- 
gram has been to try and cut back production in the old traditional efficient 
wheatgrowing areas, and because of high artificial prices we have stimulated 
production of wheat in other parts of the country. We actually have 152,000 
new wheatgrowers in the last 3 years, because of Government artificial pricing. 
As a matter of fact, we are going to need more livestock and livestock products 
in the years ahead. Our population is increasing 3 million a year. Our diets 
are going more to protein foods, and so there is room for some expansion in live- 
stock. We used to feed from 100 to 200 million bushels of wheat a year, and that 
market has been pretty well dried up. Most of that feed went to areas outside 
the Corn Belt. 

Mr. Briarr. Turning to still another agricultural subject, how are you getting 
along with Secretary of Health, Education, and Welfare Flemming? 

Secretary Benson. We have a good relationship with Mr. Flemming. I have 
a good relationship, I believe, with all members of the Cabinet. 

Mr. Buiatr. Did you have a meeting this week with Secretary Flemming? 

Secretary Benson. Yes. We had some discussions this week. I don’t know 
that it was a formal meeting, but a conference with Mr. Flemming and also with 
some people at the White House. 

Mr. Briatr. Did it go over the question of legislation on the control of the 
pesticides and other agricultural chemicals that are causing trouble? 

Secretary Benson. Not to any great extent. Of course, I feel personally that 
we have the cleanest, the safest, and the best food supply that you can find 
anywhere in the world. Of course, we have a responsibility in the Department 
of Agriculture, which we are trying to carry out under the mandate from 
Congress. 

Mr. Bratr. Would you recommend, Mr. Secretary, that the Department of 
Agriculture be given the authority to crack down on any farmer who misuses 
an agricultural chemical, such as was shown in the case of cranberries? 

Secretary Benson. I don’t know. We have the responsibility, of course, of 
determining whether a chemical is safe, if the farmer follows the directions 
which we prescribe and which must be on the label. Certainly there should be, 
it would seem to me, some penalty for a person who deliberately refuses to 
follow the instructions. Of course, he is subject to action by the Pure Food and 
Drug Administration. 

Mr. Brarr. But, isn’t this after the fact—after he has misapplied a chemical 
and the food is grown and shows up in the market and Food and Drug happens 
to find it? This is pretty close to the public stomach. Wouldn’t it be better to 
stop it before it was grown, or while it was being grown, rather than having 
the producer go through all the trouble, such as cranberries did, to get on the 
market? 

Secretary Benson. It may be better if it could be determined in advance. 
Of course, as you know, in our meat inspection work we remove rather large 
quantities of meat from the market daily. Usually there isn’t much said about 
it, but it is done quietly, and it is done to protect the health of our people. 
We have the authority to do it and we act. 

Mr. Spivak. I might clear one thing up: There have been some rumors that 
the President is going to send a special message to Congress on agriculture. Is 
that now certain? 

Secretary Benson. No, it is not certain whether or not he will send a special 
message. There will be a transmission of legislation. Whether it will be by 
Special message or by communication with the appropriate officials in the two 
Houses has not been finally determined. 

Mr. SprvAk. Do you think it would be helpful if you did get a special messaye? 
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Secretary BeENson. I am not sure. He sent a special message last year. Cer- 
tainly there is a need for some transmission of recommendations—at least 
emphasis and probably some draft language. 

Mr. Spivak. There will be specific legislation, then, coming out of your depart- 
ment? 

Secretary Benson. There will be something go forward: yes, specifically. 

Mr. Spivak. I would like to ask you this: What do you think would h: ippen if 
the Government decided to end all subsidies within a year or two and announced 
it right off? Do you think the farmer would be in serious trouble as a result? 

Secretary BENSON. I think that would be unfortunate if the Government should 
do that; and certainly if the Government contemplated anything of that sort, it 
ought to apply to other industries and not only agriculture, because farmers are 
not the only ones who receive subsidies. Many of the things that are labeled as 
subsidies for farmers are not subsidies to farmers at all. Much of the large 
budget we have in the Department of Agriculture benefits all consumers. I 
mention meat inspection as one. We are charged with it, but every consumer 
benefits from it. 

Miss Wiacarns. If I could slip back for a minute to the grain storage hearings, 
Do you think that they are politically inspired by Senator Symington and some of 
the Democrats? 

Secretary Benson. That could be possible in 1960. I hope that they are 
approaching this objectively in an effort to find out exactly what the facts are. 
We have no facts to hide, I assure you, in the Department of Agriculture. We 
feel we have done a good job under very difficult circumstances. It is just unfor- 
tunate that we have this tremendous storage problem because of unsound pro- 
grams which we have recommended be changed year after vear. 

Mr. HArkKNEss. Talking about political inspiration, I have heard reports that 
President Eisenhower may go on radio and television with a farm speech to the 
country to point up the Republican farm position in this campaign year. 

Secretary Benson. I would hope the President would make an appeal to people 
generally on this very important question of surplus ses, Which is primarily wheat, 
aus I mentioned. I think there is a need for it. Certainly the public generally 
are interested, deeply interested, because they are paying the cost, and that may 
help to focus attention on the seriousness of this problem, because it is becoming 
increasingly serious year after year and must be solved and can only be solved 
by the Congress. 

Mr. Brooks. Iam sorry to interrupt but I see that our time is up. Thank you 
very much, Secretary Benson for being with us. 

Mr. Marsianyi. Mr. Secretary, I want to say to you that T certainly 
appreciate the fine manner in which people of the Department have 
responded to my requests over the years. 

Secretary Benson. Thank you. 

Mr. Marsnaru. I want to say that our association with the Depart- 
ment has been most pleasant. As far as I personally am concerned, 
[ did not share your views on price supports in 1953 and I don’t share 
them today. We don’t seem to be any closer to agreement on that. par- 
ticular score, but I can say at the same time that you have always been 
most courteous and pleasant in giving responses. 

Secretary Benson. Thank you, Mr. Marshall. T appreciate the 
fine cooperation we have always had from your office and I hope it 
will always be so whether [ am down here or not. Thank you. 

Mr. Wnirtren. Mr. Natcher ? 

Mr. Natcuer. Mr. Secretary, as you have heard me say before, it 
is a pleasure to sit on this side of the table and hear the members from 
your Department justify the items contained in the budget for agri- 
cultural appropriations. 

Secretary Benson. Thank you, Mr. Natcher. 

Mr. Natrcuer. I serve on three subcommittees, and I say to you ad- 
visedly that no department of our Government. has betier qualified 
people than the Department of Agriculture. At this time, Mr. Secre- 
tary, I think I should tell you that the people in my home State believe 
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that Clarence Miller is making an excellent Assistant Secretary of 
Agriculture. 

Secretary Benson. I join with them in that feeling. 

Mr. Narcuer. Mr. Secretary, on page 17 of your statement, you 
make certain observations concerning tobacco. I want to disc uss with 
you at this time some of the defects and deficiencies in our research 
program insufar as tobacco is concerned. 


TOBACCO RESEARCH 


The research program as far as tobacco is concerned is certainly 
not the type of program that we need today. For the next few 
minutes I want to give you some of my views concerning this particu- 
lar matter. 

Mr. Secretary, we know full well that the tobacco industry is under- 
woing scientific and technological ch: unges that have so signific rantly 
affected American agriculture as a whole that tobacco has been neg- 
lected in terms of an adequate research program that would prov ide 
for its progress and welfare. 

It still requires between 400 and 500 hours of human labor to pro- 
duce and harvest an acre of tobacco. Further, Mr. Secretary, we 
have reached the point in the development of our tobacco industry 
where more basic fundamental research needs to be done in production, 
quality, and distribution fields. The challenging problems now facing 
tobac co call for an expanding and inte nsified program. As you we 1] 

know, tobacco produces approxi: itely $2.5 billion a year intaxes. Of 
this amount, $1,700 million goes into the Federal Treasury; ; and this 
does not include indirect taxes. About $800 million goes into the 
State treasuries and into the local tax departments. Prior to the 
establishment of the income tax in 1913, for many years the second 
largest return to the Internal Revenue Service came from the impost 
on manufactured tobacco and related taxes. As you well know, Mr. 
Secretary, tobacco is produced in 22 States. Today it ranks fifth in 
terms of income to farm people. It is grown on 580,000 farms, in- 
volving some 750,000 farm families. The tobacco farmer provides the 
raw material for one of the major industries in America. In 1958, 
according to the figures of the Department of Agriculture, the total 
amount received from wheat in our domestic market in this country, 
was $2,253 million. Cotton produced $1,928 million; corn, $1,412 
million; soybeans, $1,117 million; and tobacco $1,007 million. Now 
that gives you some idea, Mr. Secretary, as you well know, of the 
Importance of tobacco generally. I think that as we go along we 
ought to keep in mind that we should have a research program for 
tobacco which meets present-day needs. Tobacco not only pays its 
own way, but assists in many other fields. 

In your statement you refer to the bill that we rec ently enacted, and 
as you and I well know, this bill, H.R. 9664 fixes parity and applies 
the parity to the 1959 level. The purpose of this bill is to prevent 
the operation of the present parity formula for pushing the support 
price of tobacco beyond limits which the tobacco industry believes to 
be reasonable at present general price levels. Under the { terms of this 
bill the tobacco support level for 1960 will be the same as in 1959. 
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And in subsequent years the support price will be adjusted from the 
1950 level in direct proportion to change in the parity index using 
the previous 3-year moving average as a base. 

Now, Mr. Secretary, over the years when tobacco has been in trouble 
the tobacco producer has marched up on the front line and taken his 
medicine. Since the close of World War II, tobacco acreage has been 
reduced about 45 percent in this country. Last year, as you well 
know, Burma increased the import tariff on unmanufactured tobacco 
from 100 to 200 percent. The Department of Agriculture was vigor- 
ously opposed to this action, and I know it. For some reason or other 
the State Department took no action at that time. I serve on another 
subcommittee, Mr, Secretary, that pertains to foreign aid appropria- 
tions, and I want you and Mr. Miller to know that it was a distinet 
pleasure when they produced the amount and request for Burma of 
several million dollars. At that time I called their attention to just 
what was being done to us. A few days thereafter, I am happy to 
report that the 100- percent increase was removed. 

Only recently, Mr. Secretary, as you well know, the Common Mar- 
ket countries have entered into an agreement w hich places a 30 per- 
cent ad valorem tax on American tobacco. In other words, for a 
period of 10 years now they will penalize American tobacco, and I 
use that word advisedly. I know that as far as you and the members 
of the Department of Agriculture are concerned, this agreement does 
not meet with your appr roval. I agree that we are living i in a crucial 
period. But certainly under no circumstances should the money of 
our people be appropriated every year in the foreign aid program 
and no regard whatsoever be given to all of our trade programs. 

As you “further know, Mr. Secretary, during the past few years 
60 nations have increased their tariff on tobacco. It has been going 
up gradually. 

Of the 60 nations most of them are recipients of our foreign aid. 
T know full well that trade is not a one-way street. But at the 
same time the foreign policy program of this country certainly 
should not ignore the facts that exist today. 

Now during the testimony of the different department heads from 
the Department of Agriculture certain matters concerning tobacco 
were brought up. Utilization for instance in tobacco is entirely in 
the eastern Laboratory, and it is a basic research investigation at the 
moment to learn some things which we should have learned or science 
should have learned long years ago, namely what does tobacco contain 
and what does tobacco smoke contain. These words are the words 
of Dr. Irving. I am just repeating them back to you, Mr. Secretary. 
That is just what he said. Now to show you how much this program 
means to the tobacco States and to one State in particular, and I 
want to apologize to the members of my subcommittee for naming 
my State as many times as I do during the hearings, Mr. Secretary, 
the State of Kentucky through its legislature has appropriated $1 
million for an agricultural building which is to be used for research. 
In addition to that they have appropriated $50,000 for research on 
tobacco. This program that sets up the million dollars will be a $9 
to $12 million project over the years. We will have the building at 
the land grant college in Kentucky to take care of the necessary 
research program that we need in this country. As we go along from 
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time to time we have requests for laboratories from different sections 
of the United States on research, and always in most instances at 
least the question of a building comes up. We have to appropriate 
great sums for the building. Kentucky in the past few days has 
answered that question. 

Now Mr. Secretary, that gives you some example of just how much 
my people are concerned over this matter. That as a member of this 
subcommittee it makes no difference to me what State is used for re- 
search projects. It makes no difference to me what district it is, 
whether the district has a Democrat or a Republican. I am in favor 
of every program that helps the American people and the American 
farmer. On this subcommittee on my a are these three gentlemen 
who serve on this subcommittee and they are all outstanding Members 
of the Congress, Mr. Secretary. My friend Carl Andersen sitting 
over there is one of the best friends American agriculture has ever 
had. 

Now that is the way I feel about agriculture generally and about 
ny program that helps the American people and helps agriculture. 

Dr. Shaw testified before our committee after Dr. Irving had testi- 
fied, concerning a great number of utilization projects that were under- 

way and under study, approximately as I recall 200. I asked and 
inquired if there was any program concerning tobacco research or 
increases for this program. 

Dr. Shaw said there were no increases, that there was no additional 
program as far as tobacco is concerned. 

Now, Mr. Secretary, I say to you quite frankly that tobacco is a 
commodity that means a lot to the people of this country. North 

Carolina is first ; second, Kentucky ; third, South Carolina ; fourth, Vir- 
ginia; and fifth, Tennessee. Now it is imperative today, Mr. Secre- 
tary, that we have additional research in tobacco, that ‘will face the 
present-day problems that we have with this partic ular commodity. 

Mr. Secretary, if this subcommittee would, during the present 
vssion of Congress, attempt to formulate plans which would step up 
research, as far as tobacco is concerned, could we get your help in the 

natter and the assistance of the Tobacco Division and the other de- 
Seatenaaite in the Department of Agriculture with this program ? 

Secretary Benson. Mr. Natcher, I am sure you have made an ex- 
cellent presentation of the needs, and I have indicated many times my 
vholehearted support of research, which I think is the most basic 
part of any sound longtime program for American agriculture. And 
certainly any recommendations you make in the field of research 
would have my sympathetic consideration. 

Mr. Narcuer. Mr. Secretary, I have never been more sincere about 
wmything since I have been a member of this committee. We need 
sme help. The chairman of our subcommittee, Mr. Whitten, as you 
well know is one of the great Members of the Congress of the United 
States. He is an able man. All of the members on this committee 
we interested in all agricultural commodities. Now in setting up 
such a program, to meet the present-day needs for research in tobacco, 
we will need your —_ and the help of your Department, and I w ould 
‘ppreciate it. Mr. Secretary, if you would help us. 
oe Benson. Thank you very much. I am sure we can do 
that 





Mr. Narcurer. Mr. Secretary, just one or two other matters I want 
to call to your attention. Our subcommittee in its travels this past 
fall from October 23 to December 10 was confronted with some of 
the problems in the field of tobacco today. Our report is a 
part of the record or may be obtained. I would appreciate ‘it if you 
would get it and read it. I think you would be interested in it, Mr, 
Secretary. 

Secretary Benson. We can make it available. 

Mr. Narcner. Yes, Mr. Secretary, | hope you get a copy and read 
it. One portion of this fine reports states as follows, and I quote: 

We also visited the La Suerta Tobacco Co. in Manila to observe manufacturing 
processes and discuss use of American tobacco. While American tobacco is 
generally preferred, tobacco manufacturers are unable to get all they want 
because of a Government program now in effect favoring local production of 
tobacco. 

Mr. Secretary, you will know that during the past few years, and 
long before you became Secretary of Agriculture, restrictive agree- 
ments were placed into effect in a number of countries which were 
very detrimental as far as our tobacco program is concerned. They 
are still being placed in effect. I have placed in the record, Mr. Seere- 
tary, a Statement entitled “Tobacco Research Needs Today.” This 
follows the testimony of Dr. Shaw. It sets forth what I believe to 
be the present-day needs for tobacco research. 

Mr. Secretary, undoubtedly, as the scientific study of tobacco con- 
tinues, there will be need for new information on the chemical composi- 
sahir hse Various varieties and types of tobacco. Only with such infor- 

nation, which is not now available, shall we be able to analyze, modify, 
na control the various chemical components, some of which will 
certainly be of great interest and importance from their beneficial or 
negat ive effects. 

Tobacco as used by the industry is a product of two great categories 
of influences w! ich affect its total character. 

One of these categories is genetic. What are the chemical com- 
ponents and potentialities which are innate in the different varieties 
and types of tobacco! 

The other category is environmental. What nutritional and other 
influences outside of the plant itself are utilized by it? What modifi- 

cations of quality or relative quantity of chemical components do such 
influences produce ¢ 

The chemical analysis of different varieties or types of tobacco seeds, 
seedlings, and plants grown on a single constant soil, liquid or tissue 
culture medium would give valuable data on the genetic category. 

Similarly, study of the chemistry of a single variety or type of 
tobacco grown on different nutritive media and under different en- 
vironmental conditions of light, moisture, temperature, and so forth, 
should help to differentiate the relative role of the environmental 
factors. 

By the intelligent comparison of the chemical substances formed 
and modified by ‘the two types of experiment, the relative roles of the 
two broad categories of influences should be better understood. 

This, in turn, should be of great scientific and practical interest in 
helping to determine methods for future experiments to attempt to 
modify the absolute or relative chemical composition of tobacco. This 
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type of analysis could also be applied to changes in green tobacco 
which occur during the processes of curing and aging. 

Now, Mr. Sec retary, this is just another phase of tobacco research 
as I see it that we need today. Now just by way of summary I want 
you to know that the present research program insofar as tobacco is 
concerned is wholly inadequate. This has been made clear to our 
subcommittee. Now we ought to do something about it, and I do hope 
that the plans proposed and submitted by this subeommittee will be 
not only acceptable by the Department of Agriculture but we will 
have the full cooperation and assistance of you and the members of 
your Department. You have men in your Department, Mr. Secretary, 
who are able men in this field, and men who will agree with me that 
we need more, better, and adequate research for tobacco today. 

Mr. Chaiman, I am sorry that I have taken up so much time, but as 
you well know, during the hearings I have carefully followed this 
matter through, and I “do say to you that I appreciate the considera- 
tion that the members of the subcommittee have given me all through 
the hearings on this matter. 

Mr. Chairman, certainly I appreciate your kindness and the assist- 
ance that you have always given me. Thank you, Mr. Secretary. 

Secretary Benson. And I appreciate this presentation you have 
made. I have a better understanding of the problem I am sure. 

Mr. Wiiirren. Mr. Santangelo? 


SUPPORT PRICES VERSUS WAREHOUSE RATES 


Mr. SANTANGELO. Mr. Secret wy, as the Secretary of Agriculture, 
[think your primary obligation is for the welfare of the farmers of 
the country; secondarily I think the consumer then comes into your 
consideration. As a member of this subcommittee coming from the 
city, 1 recognize that the interests of the farmer and that of the city 
fellow is intimately connected. 

Secretary Benson. Right. 

Mr. Sanranceto. At the same time I see certain trends which are 
of benefit to the farmer whereas the people in the city feel that it is 
detrimental to the consumer in the city. Some of these payments in 
price supports and some of the payments for storage are payments 
which the city people and the consumers are beginning to feel is 
causing their high cost of living. 

An evidence of it was last week’s bill in the supplemental budget 
where they refused to reimburse the Commodity Credit Corporation. 
Along these lines I have noticed that, the price support for the farmer 
inmost basic commodities has fallen off about 20 percent in the last 
several years, whereas the storage rates for the warehousemen have 
increased about 22 percent. We are paying approximately a million 
and a half dollars a day for storage throughout the U nited States. 
Can you tell me what justification there is in hi aving farmers supports 
reduced 20 percent and storage rates for ¥ rarehousemen increased 22 
percent during the same per iod of time ? 

Secretary Benson. Of course, any adjustments we have made in 
supports— the purpose of production is consumption and supports 
more in line with market prices would permit these commodities to 
flow into consumption and not into Government warehouses. Gov- 
ernment. warehouse supports of course is not enough. 
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I think our storage rates have not increased 22 percent. I thought 
it was 12 percent. Of course, the total cost has gone up because the 
volume has gone up. The volume that has moved into storage. But 
I thought our rates—did you mean the rate or the total cost ? 

Mr. Sanrancexo. I said the rate, the rate of storage has gone up 
as well as the total cost. 

Secretary Benson. You mean the rate of storage fees ? 

Mr. Santancevo. That is correct. 

Secretary Benson. I think they have increased 12 percent isn’t it! 

Mr. Wuirren. My recollection of the testimony of yesterday 
showed they had gone up as much as 22 percent when you counted in 
all the rest. 

Secretary Benson. I would like Marvin to comment on that. We 
have had a study made. 

Mr. McLarty. We have a full statement on this, Mr. Santangelo that 
we have made available. You were not here yesterday. It was dis- 
cussed fully in the record in CSS. As the Secretary has indicated, 
the big increase that, you are talking about in total dollar value of 
course is the volume. The rates have gone up some since 1952, not 
anywhere near as much as they did in the 12-year period prior to that. 
But costs of storage, storing labor, and so forth, of course have gone 
up some too, as you well understand, I am sure. 

Mr. SantanGeo. In any event the rates have gone up, also the 
total cost of storage has gone up. 

Mr. McLarty. Yes, but the 22 percent figure is too high. I think 
the record will show that if you take all of our grains. 

Mr. SanTaNnceELo. Let us assume that it is 12 percent for the sake of 
discussion. What justification is there of having the rates go up 12 
percent when the farmers’ price support has fallen 20 percent ? 

Mr. McLarty. The justification of course for rates going up can be 
defended by the warehouseman, and we are not holding any candle 
for him, by increased labor costs, and increased material costs, a whole 
flock of things that he can cite, and very realistically. They would 
be glad to do so if you wanted to talk to them about it. The justifica- 
tion for grain prices going down of course has been that the supply 
has been in excess of the demand, and when your supply and demand 
works that normally is what happens. 

Mr. Santancevo. During the testimony it appeared that because 
of the fact the warehouses were fully used, that some of the storage 
had to be in the fields. Is that correct or is my recollection wrong 
in that regard? 

Mr. McLarn. We of course try to store all we can on the farm. 
The next place we store it is at the nearest point to the farm. 

Over the last 15 or 20 years we have had to buy about a billion 
bushels of space that the Government owned outright, which because 
of the law itself which said we had to take over this grain at a certain 
time we were obligated to do, until we could get the warehousing 
industry interested in taking care of it rather than the Government 
doing it. Now I don’t know what you are referring to on putting It 
on the ground. 

The only grain we have ever put on the ground we have been on the 
verge of the matter several times because of the take over time we 
had no place to put it we put about 40 million bushels on the ground 
with Mr. Burris under tents which of course he was responsible for 
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the quality of and took substantial losses in the operation, but we 
came out whole in it as far as Commodity Credit Corporation was 
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4 | concerned. 
This was stored on the ground. 
p Mr. Wuirren. Could I interrupt at that point? 
Mr. SANTANGELO. Yes. 
Mr. Wurrren. I understood that Burris ended up taking bank- 
ruptcy. Iam just asking for information. 
t Mr. McLain. Oh, no. . ; 
“ _ Mr. Watrren. Did you make a full recovery or just partial recovery 
in | in those cases 4 ' : 
Mr. McLarty. He is not bankrupt. No, he was on the verge of seri- 
ye | ous financial trouble at one time, but he is a big operator, and of course 
did finally come out of it all right. 
at Secretary Benson. He did take a tremendous loss of course. 
* Mr. McLain. Yes. 
J. Mr. Wurrren. Did the Government come out fully protected? 
of That is the point. 
ot Secretary BENSON. I think we did. . 2 é { 
at, Mr. SanTANGELo. Some of the members of the New York delegation 
a complained that the warehouses of New York had not been utilized to 
the full. Asa matter of fact, they had not been utilized. The Secre- 
he | tary made a statement referring to the transportation of surplus foods 
to foreign lands. You wanted to store it in those foreign countries 
nk | % it would be ready for disposition when it was needed. Now can 
you advise me as to whether or not in the Public Law 480 program, 
of particularly with respect to the transporting of surplus foods to for- 
19 | eign countries, have you utilized the facilities of the State of New 
~ | York? 
be Secretary Benson. Mr. Miller might comment on that I think. 
ile You are referring not to wheat particularly, not to grain but prob- 
ole ably to some dairy products and other items. We have had some 
iq | Regotiations with some of the food industry of New York on the ques- 
, tion of storing dairy products in warehouse space that was available. 
ly Mr. Santranceo. The complaint which came to me was not in re- 
Hy gard to the storage of dairy products but the overall storage problem. 
a But since you have been discussing the question of storage of dairy 
products, we will limit it to that particular subject. 
= Mr. Miter. Irrespective of what the commodity is, the recipient 
1 country is given a contract and purchase authorization under which 
me {| they can purchase in the United States surplus agricultural com- 
modities that we have designated. With these funds they purchase 
ri: { commodities from private sources, at the best price that they can 
; obtain them for. In exporting these commodities they will move as 
10h | any other commodities in export would move, i.e., in the cheapest 
use} manner from the points of production through the cheapest point of 
ail | export, and into the foreign market. It is true that with the opening 
Inf | of the St. Lawrence Seaway commodities sold under Public Law 480 
ent | and all other commodities sold in export can find a cheaper avenue 
gil | of export through the St. Lawrence Seaway, and through the Port of 
New Orleans, than they can be transported by rail to New York and 
the | through the eastern seaboard ports. It is the cheapest avenue of 
“4 exporting for the purchaser, whether he be a Public Law 480 recipient 


; or whether he be a cash customer. 
or 





Secretary Benson. In the case of some of the grain grown in the 
East of course, we have storage in New York State including the 
Hudson River, in boats also on the Hudson River. 

Mr. Sanrancevo. That is one of the methods of storage that the 
New York delegation was interested in, using the harbor fleet for 
storage of wheat or whatever grains you want to store in the New 
York area. 

Secretary BENSON. Yes. 


WORLD PRICE OF WHEAT 


Mr. Santrancero. One of the major complaints is the high cost 
of storage for all these grains, which leads me to another area. What 
are you “selling hard wheat for today in foreign markets ? 

Mr. Mc LAIN. Whatever the world price is. 

Mr. Sanrancerto. What is the price at present / 

Mr. McLarn. This varies day by day. We can furnish it for you. 

Mr. SanTanGeco. Isn’t it about $82 a ton ? 

Mr. McLain. We will furnish it, exactly what it is today. The 
world market fluctuates of course. We change our subsidy two or 
three times a week sometimes. 

Secretary Benson. It is less than that. 

(The information requested is as follows :) 


No. 1 Hard Winter wheat on Mar. 9, 1960, f.o.b. vessel gulf ports______--__ $2. 34 
Ce Ie ee Se ethan Aah 2c eee pasa ates pak daa cade Rodeos StS inl uk Soe 
a a acc hse ngeped casig nesri phvsab age desing eg nb sek 1. 68 


This is equal to $61.73 per metric ton f.o.b. vessel gulf ports, destination other 
than Caribbean and Atlantic ports of Latin America or the West Indies. 

Mr. Santrancevo. The reason I ask that is an attorney called me 
at one time in regard to a client of his who was trying to buy 50,000 
tons of Hard wheat from the Department, and I refused to call you 
gentlemen up. He was interested in buying 50,000 tons of Hard 
wheat. He could not purchase that wheat from you. To me it made 
no sense that we should store the wheat in the bins of the United 
States and refuse to make a sale because we kept a price at a fixed 
amount. 

Mr. McLarty. This gentleman, as anybody else interested in export- 
ing wheat under the program that we operate, could go right on the 
domestic market and buy this wheat wherever he wanted to. We 
would pay him oH same subsidy we would anybody else if he ex- 
ported the whe: He would buy free wheat. We don’t sell our 
wheat except at 105 5 percent of support plus reasonable charges. We let 
the purchaser go and buy the wheat wherever he wants to, ‘and we pay 
him a subsidy in wheat. Of course, you understand there are a lot 
of people in this business, and it is a highly competitive business, and 
when we have these chances to sell, there are a lot of people trying to 
make a sale, and whoever makes the best deal gets the sale. 

Mr. Sanrancero. I couldn’t understand why the Department 
wouldn’t sell 50,000 tons of Hard wheat when you had it in the bins, 
and this man wanted to buy it for cash. I couldn’t understand why 
the price couldn’t be struck between the Department and the foreign 
purchaser. 

Mr. McLarn. Let me again indicate to you that 
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Mr. Sanrancero. I know he could buy it at the market, but he 
doesn’t have to come to the Department of Agriculture to buy it. 

Mr. McLarty. That’s right. 

Mr. Santrancero. But he was going to the Department of Agri- 
culture and I couldn’t understand why you would not sell it to him. 

Secretary Benson. Why did he want to buy it from the Depart- 
ment of Agriculture / 

Mr. Sanranceto. He wanted to resell it. Most likely he wanted 
to resel] it. 

Secretary Benson. He wanted to get it from us probably because 
he thought he could get it cheaper than under the market. Under 
the law the market is protected and we can’t sell for less than 105 
percent of the support price. 

Mr. Wutrren. That is for domestic use, however. 

Mr. McLatw. Well—— 

Secretary Benson. That is for domestic use, that is right. 

Mr. Sanrancero. This was for foreign use and he wanted to buy 
from the Department of Agriculture for foreign use 50,000 tons of 
hard wheat and he couldn’t buy it. Also 50,000 tons of corn, and he 
said he couldn’t make any arrangements with the Department of Agri- 
culture for the purchase of this. I just couldn’t understand why we 
have to spend this kind of money for the storage of this corn and 
wheat when that amount of wheat and corn could be sold to a 
purchaser. 

Mr. McLain. Let me take you through just one more step here and 
[think you will understand it. If we had sold 50,000 tons out of our 
inventory, rather than out of free inventory, this would mean we would 
have to take the free inventory into our inventory at a more costly 
operation than if we required them to take it out of the free market. 

Everybody practically in the trade believes this is cheaper in the 
long run for the taxpayer, and treats every exporter the same way. 
Now the wheatgrowers, of course, are for whom this program was 

initially started—strong for this payment-in-kind approach where 
the stocks that an exporter bought came out of the free stocks, and 
from the standpoint of cost to the Government it is much cheaper 
to do it this way than it is for us to be peddling our stuff direct and 
then taking in an equal amount into our inventory and getting to the 
fleet, we filled this fleet and moved this stuff in by rail before ‘the St. 
Lawrence was opened up, and if we were to do that, today, it would 
be much more costly than to use the program that we are currently 
using, 

Mr. Sanrancevo. In addition there is a differential of transporta- 
tion costs to the city of New York or the port of New York rather 
than to other ports. I recognize that. That is another bone of con- 
tention. Is it just that difference which causes you to transport 
through the St. Lawrence or through the ports of New Orleans, Balti- 
more, and Philadelphia, or is it that plus other items? 

Mr. McLary. I have met with your port people up there at a couple 
of people’s requests. Congressman Taber, from New York, requested 
that I go up and meet with them. They are in a difficult spot in the 
port of New York because their facilities are not being used. There 
sno denying it. But the simple economics of it are that since we 
have the seaway, we are just living in a different age. 

53155—60—pt. 3 —15 
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Some changes in rail rates are going to have to be made or they 
are going to be in serious trouble forever. 

Now they are working on this. This is one of the things I sug- 
gested to them. And railroads if they are going to move this grain 
in competition with the St. Lawrence Seaway are going to have to 
adjust their rates, and they are making progress in “this. area, and | 
think that, in time if they are going to stay in business they will 
have to do this. 

But we can’t by our operations spend more money in order to use 
the port of New York and I am sure you realize this. 

Mr. Sanrance.o. The State of New York pays in tax collections 
which are providing for the price supports of the farmers and this 
whole program. 

Mr. McLarty. That’s right. 

Mr. SantanceLo. Over 19 percent of the total tax collections. 

Mr. McLain. Thisisright. They area big State. 

Mr. SanTancevo. And we receive a very small percentage in grants 
and aid. 

Mr. McLarty. Yes. 

Mr. Santrancero. We are paying the largest share toward the sup- 
port of these price support programs and then you turn around and 
say because it is going to cost the program a little more money to 
ship it through New York, you are not going to do it. 

Mr. McLaty. Do you think this committee here would stand for 
this if we did do it? 

Mr. Santrancevo. If the warehouse facilities in New York are avail- 
able and not being used, it would seem to me that the price you could 


get for the use, for renting those warehouse facilities would be less 
than the warehouses you have that are overflowing and filled to 
capacity. 
Mr. Wuirren. Will the gentleman yield to me at that point? 
Mr. Santancewo. Yes, I will. 


UNIFORM GRAIN STORAGE AGREEMENT 


Mr. Wurrren. I would like to point out that one of the factors here, 
if I understood the gentleman correctly, is that they operate under 
the uniform grain storage agreement where they won’t let this on 
a competitive bid and you pay the same across the board. Now! 
have wondered as to whether uniform grain storage rates across the 
country are sound. I think in the interest of the Commodity Credit 
Corporation, that we should investigate letting this warehousing ona 
competitive basis, where we could probably save the Government some 
money and at the same time let every warehouseman get a fair share 
of it. 

Mr. McLarn. Butter rates are not on a uniform rate, and we have 
reviewed the butter storage situation. You see you have warehouses 
as you know, Mr. Santangelo of refrigerated goods there, as well as 
grain, and when you add even the v very competitive rates that they 
were willing to offer their facilities for, to the freight costs of getting 
it there, they just are not competitive, because of the disadvantage 
they are at when you have the commodity out in the Midwest where It 
is and the St. Lawrence where it is. 
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They just can’t be competitive. They admit this. They have to 
me. , - j ; 
Mr. Wutrren. I think we have to give attention to protecting the 


1 £ assets of the Corporation. But following up what my friend from 
» | New York has said, as long as you pay a flat rate for storage, any 
[} efforts that your folks might make to get storage by reason of reduced 
1} yates is out. I don’t know whether my friend from New York is 


familiar with it, but our investigation back in 1956 showed that tre- 




















e | mendous quantities of wheat were moved out of the Midwest out to the 

Pacific coast and placed in storage out there. I investigated and it 
s | wassaid that most of this grain was moving the wrong way, insofar as 
s } our normal export shipments are concerned, 

So there is a record here that movements have been made in the past 
out of the way. And I raise the whole question of whether you should 
pay a flat uniform rate without at least going into the possibilities of 
giving vacant warehousing a chance to compete. 

ts Now particularly is that true where the cost of storage is such as to 
figure in nearly every speech you make, Mr. Secretary, and nearly 
every speech the President makes. I just think we had better explore 

> | the means whereby we can take advantage of vacant facilities and open 

id — this thing up to some competition, so as to protect the Treasury. 

to Secretary Benson. Mr. Chairman, our first obligation is to put the 
commodity under cover, and if we have to go to the Pacific coast or to 

oo | New York, or wherever we have to go, to put it under cover, we do it. 
But we put it under cover at the most strategic point and at the least 

il- } cost possible. 

ld Mr. Wurrren. That is what you think you do. 

8 Secretary Benson. That is what we aim to do certainly. 

to Mr. Wuirren. I think we might put this supplemental report of 
January 1956 at this point in the record because it shows here you left 
storage vacant in the Midwest while you sent it to the west coast. 

(The document referred to follows :) 

VI. MovEMENT OF GRAIN 

The staff's report of December 1955 set forth details concerning the shipment 
Te, of approximately 14 million bushels of corn from the Midwest to the west coast. 
ler At the time the staff submitted its report these corn shipments had not been 
on completed. Further inquiry has shown that a total of 17,386,265 bushels of 
4 corn had been shipped to the west coast. Of this amount, 14,988,000 bushels 
h originated in the Minneapolis CSS area and 2,398,265 bushels from the Chicago 

the and Kansas City CSS areas. 
lit The decision to move this corn was made on July 22, 1955, at a meeting of 
na the Grain Storage Advisory Committee, ASC and CSS officials held in Minne- 
apolis, Minn., to determine bin requirements for five Midwestern States. It was 
me : Se — : as 
: determined that the five States, which included Minnesota and South Dakota, 
are required 66,250,000 bushels of new bin capacity, but because of the decision to 
hove corn to the west coast only 47 million bushels of new bin capacity were 

ave recommended for purchase. 
1ses Mr. Marvin L. McLain, CSS, stated this meeting was called immediately after 
1 88 the corn production forecast of July 1, 1955, was released, which indicated 
- inusually high corn production for the year 1955. He explained that because 
hey it was unlikely that CSS could obtain adequate new bin capacity in sufficient 
ing ime to take care of the anticipated corn deliveries, it appeared practical to 
aoe | Move the corn to the west coast for storage. Such a decision was made with 
voit the approval of ASC and the trade because it seemed to be the only practical 


solution to an almost desperate storage situation. 
Inasmuch as most of the corn originated within the area covered by the 
Minneapolis commodity office, the staff’s further investigation relative to avail- 


able bin capacity existing in the Midwest was restricted to such corn. This 
investigation reflected the shipments of corn commenced August 6, 1955, and 
were completed February 23, 1956. The shipments were made as follows: 


Date Bushels | Date Bushels 
1955: 1956 : 
Aug. 6-20 . 792. 000 | Jan. 1-14 a sa aca coded 196, 000 
Aug. 21 to Sept. 4_-. 500, 000 | Jan, 15-28 ee 304, 000 
Sept. 5-19_- _ 2,566, 000 | Jan. 29 to Feb, 11_.___- 221, 000 
Sept. 20 to Oct, 4__ _ 2,578, 000 Feb. 12-23__- se 200, 000 
Oct, 5—19_.- Tae 2, 064, 000 | einen 
Oct; Zo to Nov. 2... .... , 294, 000 | IE ees ase , 988, 000 
Nov. 3-17 Fe 130, 000 | 
Nov. 18 to Dec, 2_. » 246, 000 | 
Dec. 3-16 ; 712, 000 
Dec. 17-31__- Sl iss 175, 000 


The corn originated in the following States: 
Bushels 


Minnesota ~____~- eee a Z eee A 
South Dakota__- ’ ves 5 ae Poe : . 2,197,500 


North Dakota ‘ es ee eee ee (eerie 208, 000 


Total_ : a ccs ; ; ce : ~ 14, 988, 000 


ushels 
462, 560 
, 200, S79 


Bin site 

Country elevator 
Farm stored deliveries___ Bie eee SLs : , 327, 261 
Terminal elevators___-~ 997, 300 


Total_ . : uo. 14, 988. Ooo 


A comparison of the July 1, 1955, corn production forecast with those for 
subsequent months in 1955, as well as the actual production of corn for the 
year in the States of Minnesota and South Dakota, reflected the following: 


In thousands of bushels] 


Amount less 
1 


Potal than July 1 
estimate 


124, 71 $21, 275 A 
116, 396 $12, 961 8,314 
83, 140 356, 445 64, 830 
&3, 140 362, 260 59, O15 


83, 140 368, O75 53, 200 
86, 457 371, 392 49, 883 


A review of the above reflects that the August 1, 1955, forecast was 8.314 
million bushels less than the July 1 prediction and the drop in anticipated pro- 
duction occurred in South Dakota. On September 1, 1955, the forecast was 
64.83 million bushels or 15.39 percent below the July 1 estimate. This drop in 
production amounted to 23.26 million bushels in Minnesota and 41.57 million 
bushels in South Dakota or 7.84 percent and 3314 percent respectively. The 
data also reflects that actual corn production for 1955 in the two States was 
19.88 million bushels less than anticipated on July 1. South Dakota accounted 
for 38.25 million bushels of the aforesaid reduction and Minnesota 11.63 million 
bushels. 

The staff is of the opinion that in view of the September 1, 1955, corn produc- 
tion estimate, CSS should have reevaluated its decision of July 22 and discon- 
tinued the movement of this corn. In so doing, CSS should have also considered 
that on September 1, 1955, there was approximately 54.33 million bushels of 
unused bin capacity available for storage in Minnesota and South Dakota. A 
schedule of the unused bin capacity for these States is set forth below for the 
period September 1, 1955, to March 1, 1956, during which period corn moved to 
the west coast. 
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Date Minnesota South Dakota | Total (2 States) 
Sept. 1, 1955 - --- Sammut seis ares Geheeniean rete eaiaruan 25, 572, 942 28, 752, 760 54, 325, 702 
Oct. 1, 1955 ndéoe caebepancetehabdacddebaeksbilawacde 24, 754, 773 27, 623, 001 52, 377, 774 
Nov. 1, 1955 kgs en te ip os gas Sted ees les Salata cs weed ts ea 23, 404, 688 23, 854, 463 47, 259, 151 
Dec. LAID ecern sistpdilhated iterate tia diminish is Ate china 23, 981, 133 22, 170, 613 46, 151, 746 
SCSI IIIT, sat ci c sas c  ih ig ts amie ae tema eer a akene man 26, 661, 858 23, 603, 988 50, 265, 846 
PP PPD Muuedswddviccdéueseucedabectasuuscnnia ETS AL > 29, 413, 707 24, 200, 703 53, 614, 410 
Ree BIND. ac cacensccemungscdansdacsénsecepaasmies 30, 780, 020 24, 449, 892 55, 229, 912 


Subsequent to December 31, 1955, 921,000 bushels of corn were shipped to the 
west coast. On December 31, 1955, there were approximately 50.3 million 
bushels of empty bin capacity in Minnesota and South Dakota. Of this amount, 
approximately 15.6 million bushels, which represented 58.5 percent of Minne- 
sota’s empty space, existed in the same counties from which corn was shipped 
to the west coast. It could not be determined that this empty space existed at 
the same bin sites from which corn was shipped without an unwarranted amount 
of work. However, it was determined that on January 1, 1956, South Dakota 
had empty bin capacity in excess of 2.7 million bushels at the sites from which 
corn was shipped. In commenting on this, C. B. Quam, administrative officer, 
ASC, South Dakota, stated: 

“* * * a lot of this empty space existed because at the time corn shipments 
were anticipated we had in South Dakota an estimated takeover of 21 million 
bushels. After having a drought condition in connection with the summer of 
1955, we ended up with a takeover of only 13 million bushels as 35 percent or 
more of the 1953 crop was resealed and retained on the farm.” 

Mr. Roy Hendrickson made the following comments when he testified before 
the committee: 

“Let me say—and I will be completely frank, I think I know enough about the 
west Coast movement to say this: That is what you would call in the industry 
an out-of-line movement, and I think, while there may have been very substan- 
tial justification, in the light of the large crop anticipated in July or even August, 
but subsequently, when the news changed—and certainly by the time of the 
crop report in September—the Government should have been aware that the 
problem was not the same. The difficulty sometimes is—and that is one reason 
why we are all always concerned—when the Government gets its signals set in 
one direction, it has an almost impossible task sometimes to reverse them. Cer- 
tainly I will not justify for one moment an out-of-line movement, even into De- 
cember, when the situation changed very substantially in September. 

“If I recall correctly the figures, some of that movement took place afterward, 
after the corn crop decline was evident.” 

The staff in its December 1955 report expressed substantially the same opinion 
as did Mr. Hendrickson in the above quote. When the staff interviewed Mr. 
Hendrickson, he reaffirmed his opinion that the movement of corn could have 
been stopped after the September crop report indicated a substantial drop in 
production. He further stated that had he realized shipments were continuing 
after September 1955 he would have suggested that shipments be stopped. Mr. 
Hendrickson advised the staff that he formed the impression that the staff ad- 
vocated the use of empty bin space in lieu of commercial space even though the 
commercial space was in line. He was advised that the staff questioned only 
the out-of-line movement of corn to the west coast at a time when bin space was 
available at or near the point of production. 

CSS policy in this regard which has been reaffirmed several times in the past 
States: “Only where it is determined that local warehouse space is not avail- 
able shall the ASC county office make necessary arrangements for acceptance 
of deliveries at CCC-owned storage facilities.” 

Mr. Marvin L. McLain and other CSS officials stated that no pressure was 
exerted by west coast warehousemen to cause CSS to move the corn to the 
West coast and the staff's investigation failed to reflect any pressure exerted 
by the warehousemen or cn their behalf. CSS officials also stated that no 
firm commitments were made to west coast warehousemen as to the amount of 
corn they would receive for storage under the program. 

Mr. McLain in explaining why the movement of corn was not stopped after 
the September crop forecast was known said a program of such scope is diffi- 





eult to stop after it has started. He acknowledged that it could have been 
stopped but said while there was some empty bin space in the general area 
he had no information that the empty bin space was at the same points from 
which the corn was being shipped. He said that the uncertainty of the time 
of delivery and erection of the new bins made it appear practical to continue 
the shipments. Further, he said any empty bin space created by the move 
ment would be required to store grain taken over in 1956. 

With respect to the eventual disposition of the corn from the west coast, the 
staff previously pointed out that very little corn had been exported from the 
west coast in recent years and at the time the staff’s report was being pre 
pared, in December 1955, CSS had no export program for corn on the west 
coast. 

The staff’s current investigation reflected that in the period April 19, 1956, 
to October 31, 1956, the Portland commodity office made the following sales of 
corn to commercial exporters: 

| 
| Average unit Total 


Destination Bushels sold | price per amount of 
| bushel sale 


es Se ee ach sc ckecouduabesceusein | 4, 904, $25. 23 $1. 4188 | $6, 958, 855. 98 
Japan ; 4, 602, 601. 54 1.4317 | 6, 589, 391.63 


as Mel i i) abil ie nal | 9, 507, 426.77 |... 13, 548, 247.61 


With regard to the above schedule it is significant to point out that the last 
previous corn export sale made by the Portland commodity office was on Febru- 
ary 24, 1953. 

In evaluating the European export sales, it is to be noted that on December 
16, 1955, Marvin L. McLain, then Director of the Grain Division, submitted the 
memorandum to the staff explaining the background and details involved in 
shipping the corn to the west coast. 

He stated in part as follows: 

“* * * The transportattion costs of moving corn to the west coast as compared 
to moving it to the east coast varies between 10 and 15 cents per bushel depend- 
ing upon the point of origin and whether the corn moves to California and Pacific 
northwest points.” 

Since the normal movement of corn for export to Europe is to the east coast, 
and utilizing the lower of the two figures supplied by Mr. McLain, namely, 10 
cents, it can be seen therefore that since CSS sold 4,904,825.23 bushels of corn 
for export from the west coast to Europe, it incurred $490,482.53 more in trans- 
portation costs than it would have incurred if the corn had been shipped to the 
east coast originally. 

Another factor involved in the evaluation of the European sales and determin- 
ing the theoretical loss to CSS in moving the corn to the west coast is the rela- 
tion between west coast and east coast market prices. In this regard, Mr. 
McLain stated in his memorandum of December 16, 1955, that, “the ocean freight 
from the west coast to Europe is 13 cents per bushel more than the ocean freight 
from the east coast to Europe. This, however, does not mean that this disad- 
vantage would apply to any or all of the corn shipped to the west coast. It is 
possible that all of this corn may go to countries normally moving grain from 
the West Coast * * *.” 

The staff’s investigation reflected that whereas the Portland commodity office 
realized an average price of $1.4188 per bushel for export sales to Europe, the 
average east coast offering prices on the same dates of such sales and for the same 
grades of corn was $1.6170 per bushel. It can be seen therefore that the Port- 
land commodity office realized 19.82 cents less per bushel than could have been 
realized if the sales had been made on the east coast. Since 4,904,825.23 bushels 
of corn were involved the theoretical loss to CSS was $982,292.04. 

The total theoretical loss to CSS including excess transportation charges on 
European sales was $1,472,374.57. This amount is exclusive of any additional 
handling and storage costs which may have been involved but could not be 
calculated. 

With respect to the export sales to Japan, the normal movement of corn for 
export would be, as Mr. McLain indicated, to the west coast and therefore the 
transportation costs as such, would not be an additional cost factor to CSS. 
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The average east coast offering price for the same grade of grain and for the 
same sales dates was $1.6155 per bushel compared to $1.4321 per bushel realized 
py the Portland commodity office. Due to the lack of adequate data relative 
to the excess cost of shipping from the east coast to Japan, no evaluation was 
made of these sales. Similarly, no evaluation was made of the 252,056.94 bushels 
of domestic corn sales made by the Portland commodity office because no com- 
parable east coast prices were available in this regard. 

The staff believes that since the anticipated storage problem did not ma- 
terialize in September 1955 sound business judgment would have dictated that 
further shipments of corn to the west coast be cancelled. This would have 
avoided an out-of-line movement which resulted in a loss to CSS of approximately 
$1.5 million as of October 3L. 1956. 

Mr. Wurrren. The answer is that you thought you would need 
the empty storage capacity in the Midwest. But the grain moved in 
the opposite direction to normal channels of trade. 

Now our investigators further said that you paid from 43 cents to 
60 cents a bushel in freight in moving it, and that much of the move- 
ment happened after it was quite apparent that you would not need 
the storage that you were vacating in the Midwest. I am just say- 
ing what our investigation showed. 

Mr. McLarn. Of course this has been put in the record several times, 
Mr. Whitten, and certainly you have the right to put it in. We would 
just like the opportunity to reply to this. 

Mr. Wuirren. Youcan reply right now. 

Mr. McLarty. At the time this was done from the standpoint of why 
we moved this grain west rather than east was that we had all the 
facilities in the east coast in 1956 filled to the brim. There was no 
place in this area to put them in. 

Mr. Wurrren. How about the Liberty ships? 

Mr. McLarn. As rapidly as we got the Liberty ships ready they 
were filled. This wasatime when we had everything filled. 

Mr. Wuirren. They weren’t filled at the time. Now I want to 
point out who these people are. I asked earlier that Mr. Berger put 
the names in of those who have been making the most money out of 
storage. But the charge was made to me that, involved in this was 
favoring these warehouses, and in some instances giving them this tre- 
mendously remunerative business. Now, I can’t prove any suc h 
thing, but when corn goes in the wrong direction, and it leaves you 
with vacant storage in the Midwest w here it normally would be, and 
where you paid all this cost out, it lends itself to some wonder at 
least as to whether favoritism is being shown. 

Mr. McLarty. Let’s get sure we get « one other thing straight. 

The grain we mov ed west was corn. We wouldn’t even think of 
putting corn in a Liberty ship. This would be suicide for us to do 
it Any sane man would consider putting in a Liberty ship only 
wheat because that is the only thing you can care for. We would 
like to put in the reply to these charges, Mr. Whitten, because they 
have been answered several times. 

Mr. Wutrren. I am not trying to preclude you from doing it. But 
as remunerative as wi arehousing i is, it lends itself to the necessity for 
absolutely careful efforts. Now I have had complaints in recent 
weeks from the Hattiesberg, Miss. Compressing Warehouse Co. that 
that warehouse is not being used for storage of cotton. It is not in 
my area at all. I talked to ‘the Department and they said it wasn’t in 
normal channels and cotton didn’t move in that direction. 
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Now this matter of concentrating these commodities leaves it where 
the Department can determine who gets rich and who doesn’t, by 
making a determination to move out ‘of local warehouses into these 
concentration areas. It means that it is within the power of the De. 
partment to determine who makes money and who doesn’t. Now it 
is my belief that you should protect the assets of the corporation and 
I stand by that. But if you prohibit competitive bidding on storage, 
you are probably adding to the cost to the Gov ernment. Then you 
and the President use that in turn, perhaps not intentionally, to in- 
flame the American people against the whole program, as I see it. 

Mr. McLarty. I would like to just say one word on the uniform 
grain storage agreement. We deal with about 10,000 warehousemen, 
The location of the grain is a prime factor in what warehouse we use, 
It has been our unanimous feeling and the previous administrator's 
of these programs prior to the time Secretary Benson was here that to 
have other than a uniform grain storage agreement would be suicide 
for our whole operation. That is still our feeling because we would 
have to have a policeman on every corner to check whether every 
house that we used on a competitive base really was going to be the 
cheapest one before we got through, depending on how long we left 
the grain there and where it finally went, which many times we don't 
know. : 

So this has been explored, Mr. Whitten. 

Mr. Wurrren. I know it has—and I am presuming on and taking 
advantage of my colleagues here—but it looks to me like the De 
partment has been perfectly willing to raise storage rates, raise any 
kind of rates, do anything, pay any amount based on high costs. But 
where the farmers’ costs are higher and higher, and you just testified 
to it a while ago, the Department advocates reduction of his prices 
lower and lower. 

It just looks like anybody can get in on it on the grounds that costs 
are going up, but the farmers are pushed the other way even though 
as you say his costs have gone up. 

Personally I have heard the Defense Department argue that they 
can’t have competitive bidding. But where you have got your unl- 
form contracts for grain, there is no reason that I can see why you 
couldn’t submit a bid to the folks in a given area and show them what 
they had to sign and let them make a bid as to what it should be 
stored for. 

I personally feel that, had you done that, this storage cost that 
our President and our Secretary comments about would ‘be probably 
down a third from what it isnow. 

And you can’t tell me that it is impossible to determine what kind 
of contracts you are going to require, what kind of bonds you have 
got to have, what kind of facilities you have got to have, and submit 
it to the people in the area and ask them to give you a bid. You can 
do it if you want to 

Mr. McLain. Of course, you omit several of the problems. We 
don’t know what the production is going to be where the production 
is going to be where our take over is going to be at all, because of the 
weather elements and many other factors. 

Mr. Wuirren. You enter into a contract in advance and have them 
standing by. 
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Mr. McLain. This is the point. We might have facilities con- 
tracted that we wouldn’t have any use for. 

Mr. Wutrren. Well, you could meet that if you wished to. How 
do you handle it now ¢ 

Mr. McLain. We don’t guarantee anybody we are going to use 
any of their space, because we don’t know whether we are going to 
use it. That is the point. It isn’t like buying military ‘supplies 
where you know exactly what you are going to buy. 

Mr. Wurrren. You don’t know, ‘but you could guess within 80 
percent, could you not ? 

Mr. McLain. We just came through a case here where we missed 
it by about 33 percent on what we were going to take over. 

Mr. Wurrren. I don’t mean to belabor this issue, but much of this 
storage has gone on for 3 or 4 years. Much of the grain and cotton 
you have had as long as 8 years. So I would respectfully submit 
that, with the ree ord ° we have, the Department has been pretty well 
able to tell certainly within 75 to 80 percent of what you would need. 
Now the surplus I’m sure goes up and down. The Secret ary didn’t 
think we would have much more corn last year he said, but. we have 
500 million bushels. So I realize that those things can happen. 

But I still say that the uniform storage agreement has been ex- 
tremely costly. Thank you. 

Mr. Sanrancero. Mr. Secretary, tell me what the uniform storage 
agreement is. Is it made by statute or is that made by agreement 
between the warehouseman or what is the authorization for? 

Mr. McLarty. There is authorization in the law itself to operate in 
compliance with the statute a program that will take over these 
stocks when take over time comes, because there is just no choice on 
the part of the administrators. It has to be taken over. It was the 
view of the previous administration clear back to the beginning of 
this program because of the uncertainties and where the grain was 
going to be and all, that the proper way to do it was to have a uni- 
form procedure. 

Mr. Sanrancero. Do you have the authority to give it out on com- 
petitive bid ? 

Mr. McLarty. Oh, yes, sir. This would bring chaos to the business 
and would not help the people in New York. 

Mr. Sanrancexo. I don’t know whether it would or not. All T do 
know is that the warehouses in New York are not being utilized. They 
don’t have a chance to bid competitively, and the other places are 
filled to the brim and the storage costs are going higher and higher. 
To me it doesn’t make sense when I think if you are trying to reduce 
the cost of the storage, that you don’t use a competitive ‘bid rather 
than a uniform charge arrangement. 

Mr. McLarty. Again I go back to butter with you and tell you that 
we did review this with your storage people up here, and when you 
added in—the best rate they could make on a stric ‘tly competitive basis 
with the great added freight they said they couldn’t meet it. 

Mr. Sanranceto. With) respect to wheat and corn when was the last 
time that you had storage facilities let on a competitive bid rather 
than under the uniform grain storage agreement basis ? 

Secretary Benson. They have never been done that way in this 
administration or in the previous administration. 





Mr. Sanrancevo. Don’t you think that with the costs of storage 
increasing by 12 percent by your own admission that you might con- 
sider competitive bidding so as to reduce the costs w hich are a million 
and a half dollarsa day ? 

Secretary Benson. It has been considered. 

Mr. SantTance.o. Do you think by enacting it you might reduce the 
costs ¢ 

Secretary Benson. There isn’t anybody that understands the prob- 
lem in the grain business or in government to my knowledge that 
would agree with this. 

Mr. Santancevo. I know that the warehouse men would like to do 
it because it would take away some of the high profits which they are 
making. I don’t know of any warehousemen going bankrupt and | 
do think to try to reduce the costs and if you are going to continue 
to get surpluses you might do it on a competitive basis and save the 
Gove ernment some of this extra money. 

Mr. McLarn. I think the savings would be plus rather than minus. 

Mr. Santancevo. That is a question which perhaps the Congress 
might decide should be done. 1 for one don’t think that we should 
have this uniform agreement when costs have increased by 12 percent. 

Secretary Benson. We would like to have the Government out of 
the storage business. 


CONSUMER PRICES VERSUS FARM PRICES 


Mr. SanranceLo. The Government would be out of the storage 
business if we got rid of these surpluses. That is something we have 


seen increase by almost 800 percent since 1952. We have been trying 
to do something about it but we haven’t been able to do it. Let me 
go back to the prices that the consumers are paying. ‘The consumers 
feel they are paying a higher and higher price and the farmers are 
complaining. On page 90 of this year’s record I note that in 1952 the 
farmer was receiving 47 percent of the consumer dollar. Your depart- 
ment through Mr. Wells testified that in 1959 in the months other than 
November and December of 1959, the farmer was receiving about 38 
percent of the consumer dollar, and in November and December he was 
receiving about 37 percent. 1 don’t know what the experience shows 
with respect to 1960. 

The price that the consumer is paying is higher today than it was 
in 1958, even though the farm prices have fallen, Mr. Secretary, let 
me polit out a couple of items which would indicate the difference 
in price today as compared to the same period in 1958 and 1957. Last 
year when the committee was out in the Midwest and looking at the 
prices of hogs, we noticed that they were about $15.50 to $16a hundred- 
weight. T he price of ham in 1958, and if I am mistaken you can cor- 
rect me, that the farmers were getting about $15.50 a hundredweight, 
« ham to the consumer was selling for about 60 cents a pound, and this 
is a figure submitted to me through Mr. Wells, of the USDA, as com- 
pared to about 62.1 cents a pound December 15, 1959, and in 1957 on 
February 15 they were paying about 50 cents a pound for ham. Ham- 
burgers in that period of time, in Febr uary 1957, were paying about 39 
cents a pound, and on December 15, 1959, they were paying 50 cents a 
pound, and your testimony indic ated that there was quite a develop- 
ment or expansion in the production of cattle and pork during the 
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+1959. Frozen orange juice, for example, one item, in February 
ye i 5ST they were paying about 18.6 cents for 6 ounces as compared 
with 25.1 cents in December 1959. Do you wish to commend upon 
that particular situation where the prices of the consumer is rising 
and the price to the farmer is falling off. 

Secretary Benson. Congressman Santangelo, I think Mr. Wells, 
who was here, did some of that report. We have a continuing spread 
as you know between farm prices and consumer prices. 

Mr. Sanrancero. May I interrupt, Mr. Secretary? Mr. Wells did 
testify that he had no specific information, and that was information 
which I asked him to obtain and he did obtain it and he submitted 
it to me this week, he submitted it to the committee this week and 
there has been no question on it with respect to that. 

Secretary Benson. I know we have the data. I know we have a 
continuing study and make reports from time to time in this very 
area. Of course, the i important thing is to determine where the spread 
is widening and what is causing it. I think we should keep in mind 
that when consumers buy food “today, i many items they buy a lot 
more than food. They buy what I like to call built-in maid service 
mg with it. Many of the foods are packaged and washed and ready 

for the pan. Take chicken, I can remember when we used to buy 
chicken with the feathers on, but now it is not only dressed, but it 
is cut up. You can buy all legs; you can buy all wings; you can 
buy all breasts as you choose. 

Now, all of that costs money. Then it is frozen, ofttimes wrapped 
in celloph: ine, and that all costs monev. The biggest single item of 
course is labor, and that tends to widen the spread. I don’t mean 
that it is necessarily bad for the consumer or bad for the farmer, pro- 
viding there is not some gouging in between, and that is the thing we 
watch for, to see that there are no excessive costs involved. That 
is why we have this cdakinaiat study. If we find areas where we 
think there is abuse, we try to correct them. But the consumers are 
buying a lot of foods that are a lot different than they were 20 years 
ago, When you speak of a particular commodity, whether it is vege- 
tables, meat or whatever it might be. There have been some added 
costs for these added services and these added costs of preparation, 
which costs money. 

Mr. SaNnrancevo. Mr. Secretary, I bought ham in 1958 and in the 
same form that I am buying it today, sometimes in the can and some- 
times by the pound from the grocer. The price of ham per pound 
which is cut by the grocer comes to about $1.40 for ham in the can, 
the costs are the same on a comparable basis. So I do know that the 
ee has received less for hogs, and the housewife is paying more 

for the ham than she paid in 1958. 

Secretary Benson. But there have been increases in wages in many 
places along the line, in packinghouse wages and other * wages that 
have gone into the costs of the ham you buy, which is no doubt a very 
important factor. 

Mr. Santancero. In other words, no matter what the farmer gets 
the consumer will have to pay more. 

Secretary Benson. Well, it depends on what services and what 
preparation the consumers demand. If they are not willing to pay 
for it, why there won’t be that service. Generally speaking they want 
their vegetables washed, packaged, and ready for the pan. I am very 
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much concerned as you are about these rising costs to the farmer and 
the rising costs of the finished products to the consumer. I think 
they have been extreme in many cases. I think between 1939 and 
1952 the farmers’ costs went up 133 percent and other costs went up 
some too during that same period. 


HOG PRICES 


Mr. Sanranceto. Could I find out what the cost of the hogs were, 
what the farmers were receiving for their hogs in February 1957? 

Secretary Benson. Yes, we can get the figure and put it into the 
record for you. 

Mr. Sanrancero. When you compare it with the price that the 
farmer was getting for his hogs in February 15, 1960. 

Secretary Benson. Yes, we will get that for you. 

Mr. Sanrancero. Also in connection with that I want to show the 
consumer was paying 61.8 in February 1957, and was paying 62.1 per 
pound December 15, 1959, and there is no price indicated on Febru- 
ary 15, so if you have that information I would appreciate that. 

Secretary Benson. We can obtain that for you. 

(The information requested is as follows :) 


Hoa Prices 


Prices received by farmers for hogs, the number of pigs saved and commercial 
slaughter of hogs are given in the two tables that follow. 


Hoas Average price rece ived by farmers per 100 pounds, United States, 1957 to date 


Month 1957 


1958 


January. ; $18. 50 
February . 4 6. & 19. 50 
March. _. ss ». WO 2/). 30 
April ce 7 20. 20 
May Zs se i 21.10 | 
June 21. 60 | 
HGS bose i . 30 | 21.70 
August 20. 80 | 
September ; 90 
October ‘ . ; ‘ 7 18. 50 | 
November ae 16. 6 17. 90 
December ; : : 17. 50 


Weighted average 5s wnat ee i 19. 60 


Simple average. 
Hogs: Number of pigs saved and commercial slaughter, 1958-59 


In thousands] 


Pigs saved ! | Commercial 
slaughter ? 


ene nnll 


1953__- 2 = ‘ 77, 914 | 66, 913 
1954__. 86, 830 64, 827 
1955... 95,719 | 74, 216 
1956_ : 5 : 89, 572 | 78, 513 
i 87, 960 | 72, 595 
1958. - ; : oe 94, 499 70, 965 
1959 : 101, 636 81, 588 


Includes December of previous ye 
2 Excludes farm slaughter 
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Urban consumers paid an average retail price of 62.7 cents per pound for 
whole ham in February 1957, 66.5 cents in February 1958, 64.9 cents in February 
1959 and 58.6 cents in January 1960. 

The retail price per pound, farm value, farm-retail price spread and the 
farmer’s share of retail price for pork by quarters 1958-59 are as follows: 


Pork: Retail price per pound, farm value, farm-retail spread, and farmer's share of 
retail price, by quarters, 1958-59 


Retail Net farm Farm-retail Farmer’s 
price value spread 2 share 


1958 Cents | Cents Cents Percent 
January to Mareh___. 13, 3h 27 
April to June 5.2 39. ; 26, § 
July to September 67.5 3s, 4 
October to December 2 33.5 


Average 


inuary to Maret 
pril to June 

uly to September 
tober to December 


Average r 57 23 29. 


value of 1.82 pounds of live hog less allowance for lard and inedible byproducts, 
between retail price and net farm value, 


Mr. Sanrance.o. I would like to make this observation. That 
when the farmer gets a little nore money the consumer pays a little 
more for his articles in the grocery score, but when the farmer receives 
less, it makes no difference to the housewife because she pays about 


the same. ‘That is something that I don’t know what the Department 
of Agriculture can do about it. In many of these items I have seen 
that the farmer has been getting less and less, and there is no relief 
for the consumer and perhaps we ought to have a Secretary for con- 
sumers, because I think if you start to represent the consumers, you 
will have more trouble than you are now having with the farmers. 

Mr. Wuirren. Will the gentleman yield off the record ? 

(Discussion off the record. ) 


STORAGE COSTS 


Mr. Sanrancevo. I would like to have this chart put in the record 
at this point dealing with the cost of warehouses and the average 
annual storage and handling charges received. The last column of 
this chart indicates that what the Government paid in one point six 
tenths of a year in storage charges it could have purchased the ware- 
house which was worth $55,850. 

In other words, in a period of 1.6 of a year they paid up in storage 
charges what the warehouse cost, which stored this particular com- 
modity, and I would like to insert this in the record, and I would like 
the Department’s comment. with respect to it if they care to answer it. 

Secretary Benson. We will be happy to. 

(The chart referred to may be found on p. 514.) 
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(The Department comments follow :) 


With respect to the warehouse having a reported capacity of 112,350 bushels 
and an average annual storage and handling charge income of $33,978 the 
figures are certainly not typical, as this indicates annual gross earnings of 
30 cents per bushel of capacity. 

If the warehouse had been entirely filled with wheat and left full the entire 
year, the earnings per bushel of capacity for storage and handling would not have 
been much in excess of 20 cents. This would indicate one of two things: either 
the data reported are in error, or the warehouse earnings included substantial 
sums for handling grain which was not stored in the elevator or was stored there 
for just a short time. Perhaps the figures include amounts received for loading 
grain out of CCC binsites. This operation would show a high gross income which 
would have been offset to a substantial degree by labor costs, truck costs, ete, 
Such earnings are not related to the size of the elevator and should not be com- 
pared with its cost of construction. 

Mr. Santance.o. The inference being that if there were competitive 
bids, storage costs would decline rather than rise under the system 
of keeping storage rates uniform. Now if you want to make any com- 
ment to that particular statement you may. 

Mr. McLarty. We have been through this in the CSS hearings. 

We will be glad to put the same information in the record here. 

(Additional information on this matter follows:) 

The Commodity Credit Corporation acquires the stocks of grain which it owns 
as a result of its price-support activities. The location of the grain at the time 
it is acquired is not under the control of the Commodity Credit Corporation. Its 
location is determined by the producer of the grain and he may elect to have it in 
commercial storage at a terminal location or a country location or he may elect to 
have it stored on his farm. The quantities to be acquired and the exact location 
of such grain are not known to CCC until the maturity of the note or purchase 
agreement held by CCC. It would be impractical to attempt to obtain competi- 
tive bids for the storage of grain not owned by the Commodity Credit Corpora- 
tion, and equally as impractical to attempt to handle such bids in conjunction 
with the takeover of the grain. 

Mr. SantTancevo. Can you tell me, Mr. Secretary, in connection 
with the cost of the frozen orange juice, what could possible be the 
reason for the high increase in the costs to the consumer in a period 
of 3 years from February 15, 1957, to February 15, 1960? 


COST OF FROZEN ORANGE JUICE 


Secretary Benson. I would be glad to check it and put in the ree- 
ord a more complete statement. I think part of the cost was due to 
the cost. of the product itself. In two of those years we had frost 
in Florida which greatly cut the crop, and that increased the cost 
to the processor. There were probably some labor increases during 
the same period. 

Mr. SantTancewo. As a matter of fact, when we had those frosts, 
the cost was much higher than it is today, but I don’t think we had 
any frost within this last year. 

Secretary Benson. We had a pretty heavy cut last year, in 1958, 
in 1958 and 1959. Recently, we had a rather hectic time of it. 

Mr. Sorkin. There were aftereffects, too. Some of these trees 
were killed out. You get the frost effects the first year, but the effects 
last over a period of time. 





’ 


( 

U1 
aged 
Jant 

Pr 
72 n 
in F 
57 m 
tion 
seast 
level 


seas 

De 
shar 
as fo 


Froze 


I 
that 
vanl 
the } 
of tl 

M 
the | 
and 
as Si 
locat 
was 
seve) 
the } 
able, 
locat 
sions 
sona 
built 
appr 


Ke OOo eS SS CO OO! 


= 
’ 


237 


(The information requested is as follows:) 


Urban retail prices per 6-ounce can of frozen orange juice concentrate aver- 
aged 18.3 cents in 1957; 27 cents in 1958; and 25.9 cents in 1959. The price in 
January 1960 was 23.1 cents. 

Production of frozen orange juice concentrate increased steadily and reached 
72 million gallons in the 1956-57 processing season. As a result of freezes 
in Florida in December 1957, production in the 1957-58 processing season at 
57 million gallons was about 20 percent lower than the previous season. Produc- 
tion recovered and reached a new high level of 80 million gallons in the 1958-59 
season. Production during the current season is running slightly below the 
level for the same period last season. 

As a result of low production in the 1957-58 season, stocks at the beginning 
of the 1958-59 season were quite low. Stocks at the beginning of the current 
season were materially higher than those of a year earlier. 

Data on the retail value, farm value, farm-retail price spread and the farmers’ 
share of the retail price of frozen concentrated orange juice for 1956-59 are 
as follows: 


Frozen concentrated orange juice: Retail price, farm value, farm-retail spread, and 
farmers’ share per 6-ounce can, 1956-59 


Retail price | Farm value | Farm-retail Farmers’ 
spread share 





Cents Percent 


12. 
{ 12. 
1958 19. 
1959 ! 1 





Preliminary. 


Mr. Santancevo. This chart which Mr. Wells submitted to me is 
in the record so I need not repeat it at this point in the record. 


RESEARCH LABORATORY IN NORTHEASTERN UNITED STATES 


I asked this of Mr. Peterson. The Senate issued a report asking 
that a research center be built either in New York State or Pennsyl- 
vania, and I have been asked by the New York delegation as to what 
the possibilities are of the Department following the recommendation 
of the Senate in its report I think it was 1959, Mr. Peterson ? 

Mr. Pererson. The Agriculture Appropriations Subcommittee of 
the Senate asked us to make a report on the national needs for soil 
and water conservation research facilities. ‘That report was published 
as Senate Document 59. Among other locations in the country for the 
location of regional soil and water conservation research laboratories 
was the Northeast. It was one of several suggested locations for the 
several such laboratories recommended. We have consistently taken 
the position that the first action when additional funds become avail- 
able, which we think should be taken, is to strengthen existing research 
locations, so that the maximum productivity of our existing profes- 
sional staff might thereby be obtained. I could only express a. per- 
sonal judgment, Mr. Santangelo, as to when such facilities may be 
built in the Northeast. I think on the basis of any immediate past 
appropriations history or budget history and in consideration of the 
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obligations upon the Federal Government for all its functions, and 
if our policy is subscribed to by the Congress; namely, the strength- 
ening existing locations, it would be perh: ips 5 or 6 years before we 
would be at a point to consider these regional locations. 

I could only say that the report mentions the Northeast. I cannot 

say whether a laboratory would be located in New York State or one 
of the other Northeastern States. 

With respect to location, we normally would have a panel of techni- 
cal people iawing the research requirements and knowing what re- 
search is to be done, to advise us as to where the most suitable location 
would be. 

Also with normal practice, that location would most likely occur at 
or adjacent to one of the existing State stations so that we might ob- 
tain the combined results of both State and Federal effort. 

Mr. SanTANGELO. Has the New York delegation communicated with 
you regarding an appointment to discuss this matter / 

Secretary Benson. I have had no requests for an appointment. We 
have had communications by letter from, I believe, most of the New 
York delegation bearing upon this subject. 

Mr. SAnTanceto. | know they had a meeting yesterday regarding 
it, especially upstate New Yorkers who are very much exercised over 
the failure of the budget to provide for this research center in the 
State of New York, especially after the recommendations made by the 
Senate Agriculture Committee in which they recommended that. one 
be placed either in Pennsylvania or in New York. 

Secretary Benson. I would want to check the record. I think the 
committee has not yet made any recommendation. The Senate com- 
mittee last year as I recall added a sum of money to the budget for this 
purpose, in which the House committee concurred, and that money 
was spread over existing stations. There was some $355,000 available 
for equipment which iscarrying over into the 1961 fiscal year. 


SCHOOL LUNCH PROGRAM 


Mr. Sanrancevo. The last item, Mr. Secretary, was one with respect 
to the budgetary requests for the school lunch program. As I pointed 
out, that while there are a half million more children participating in 
the program, the recommendation was to provide $3 million less. 

If you decide to review your recommendations so as to have a more 
harmonious relationship with the members of the subcommittee, per- 
haps I would recommend that you revise your recommendation up- 
ward so that we can at least do it together rather than be working 
inopposition. With that I thank the chairman. 

Mr. Wuitren. Mr. Andersen. 

Mr. Anversen. I will yield to Mr. Horan at this time and wait until 
tomorrow. 


Mr. Wuirtren. Mr. Horan ? 
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Mr. Horan. I have a few observations. First of all, Mr. Secretary, 
J want to join with my colleague from Kentucky in complimenting 
you on the class of manpower you gather around you. Your staff is 
pretty good. 

Secretary Benson. Thank you. 

Mr. Horan. Mr. Natcher boasted about Clarence Miller. We are 
rather proud of Irv Peterson who comes from out our way, not from 
Washington but nearby, and the rest of your helpers. 

Secretary Benson. Thank you very much. 


STORAGE COSTS 


Mr. Horan. What are the elements that go into the costs of storage / 
We have had quite a discussion on that, and it is something that is 
controversial. In the case of wheat on a Liberty ship, do you have 
toturnitover? Isthat part of the cost of storage ¢ 

Secretary Benson. Yes, itis. Let Mr. Me Lain respond to that. 

Mr. McLain. With our Liberty ships of course many of them were 
in mothballs and when they had to come out of mothballs and be 
cleaned up, many of them had been oil tankers and had been used, 
which took a lot of scrubbing to get into sh ape. In addition to that 
we had the tow charge to get them to location where we could fill 
them. When we got them filled then we had to take them out to 
anchorage, take them out where we could store them. All of this of 
course adds to the cost. Our intent was to leave the wheat there as 
long as we could when we put it there until there was a demand for 
it, Which we pretty well have done. The actual ship itself of course 
is Government property, and we pay nothing for that. But every 
time you move anything that deals with longshoremen and people 
connected with that operation, it 1s very costly. 

Mr. Horan. What goes into the cost of storage with regard to 
cotton 4 

Secretary Benson. The warehouse costs and all the costs that are 
connected with the building of a warehouse, if they build it. And of 
course if they convert something else into it, it is just whatever the 
bulding costs them. 

Mr. Horan. If you were to reclassify cotton, is that part of the 
storage costs or part of the sales cost or what? 

Secretary Benson. No. The reclassing of cotton has nothing, Mr. 
Horan, to do with the storage of that at all. The storage operation 
part, of it is separate. 

Mr. Horan. If you reclassify in storage isn’t there an additional 
cost. ¢ . 

Secretary Benson. If we reclassify cotton that we own before it 
sold we have to pay the cost of reclassifying it. 

Mr. Horan. How do you do that / 

53155—60—pt. 316 
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Mr. McLarty. We have our own classers and we have to pick up 
supplemental classers when we get into a big volume, 

Mr. Horan. Is it necessary to unstack it and to move it from the 
warehouses to do that ! 

Mr. McLarn. Yes, sir. 

Mr. Horan. Does that cost money ? 

Mr. McLain. Yes, it does. 

Mr. Horan. I am just interested because that is an item. It isn’t 
a million and a half a day; it is only a little over a million and a 
quarter, but that is big enough. 

Mr. McLarn. I am glad you corrected that. 

Mr. Horan. What is that ? 

Mr. McLarty. I am glad you corrected the record on that, because a 
million and a half was an error. 


FOOD FOR PEACE 


Mr. Horan. I just have some observations, and I trust that you 
will take these in the spirit they are offered. I am complaining be- 
‘ause we don’t have enough publicity on the things we are doing on 
food for peace. Would you comment on that? 

Secretary Benson. Well, as you know, we have been greatly con- 
cerned about doing everything possible to help move these stocks 
into consumption, particularly the food grains. Wheat, of course, is 
the biggest single item. We have been anxious to have the other 
exporting, wheat exporting countries, participating actively in the 
program of helping to find markets, not only dollar markets but 
markets through foreign currencies and gifts. 

Mr. Horan. You are talking now about the wheat utilization 
program ? 

Secretary Benson. Primarily. 

Mr. Horan. I mean this: That we are doing quite a bit of food-for- 
peace work now in donations and gifts. 

Secretary Benson. That’s right. 

Mr. Horan. To church groups who in turn place it in the hands 
of foreign people who are needy. 

Secretary Benson. That’s right. 

Mr. Horan. And my complaint is that you are not doing enough 
publicity on that. Now what are you doing? 

Secretary Benson. In other words we are not getting the credit 
we should for it. 

Mr. Horan. I mean exactly that. 

Secretary Benson. I mentioned the volume. The volume of course 
is tremendous that we have been moving, and we are working through 
the various welfare organizations like CARE, World Church Service, 
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Catholic Relief, and so on, these various organizations that have out- 
lets abroad. Weare moving tremendous quantities, I think the record 
shows that some 60 million people have received aid through the pro- 
gram, and now we have the other exporting countries joining with us. 
‘At the base of this whole program is the 480 authorization of course, 
180 legislation. 

Mr. Hon. in. Have you issued any bulletins or any pamphlets on this 
progr: am ¢ 

Mr. McLain. Several press releases. 

Secretary Benson. We have reports and literature on it, and a 
number of press releases. 

Mr. Horan. It isa very popular thing, and I get quite a bit of mail 
suggesting: “Why don’t we give this food away?” and I write back 
to them and tell them we are deing a lot of things. 

Secretary Benson. One of the latest things we had, Mr. Horan, was 
a 6 months’ report, a printed report which was submitted to the 
Congress [indicating] reporting on the whole operation. 

Mr. Horan. I would like to see you make an effort to get something 
in some of our church magazines. The Presbyterian Church puts out 
a beautiful magazine, and so do the Methodists and others. I have 
heard speeches on the floor of the House saying that we ought to have 
a program of this kind and we already have one. 

Secretary Benson. Indeed we do have one. It started way back 
in 1954 and it has been building up every year, and we do get out 
popular pamphlets and folders that we have sent over the country 
very broadly, Mr. Horan, and there have been some very good arti- 
cles appear, some of them in church publications and in other publi- 
cations as well. Maybe we can do more. No doubt we can. 

Mr. Horan. I would like to see you do more, because certainly that 


is a practical approach to the international good will, and we do have 
the food to use. 


Now you mentioned also in 

Secretary Benson. I have a table here, Mr. Horan, “Summary by 
Commodity Cumulative to Data of the Famine and Other Emergency 
Relief Assistance to Foreign Countries.” This is as of December 31, 
1959, cumulative report. 

Mr. Horan. Mr. Chairman, may we have that chart inserted in the 
record ? 

Mr. Wurirren. We will be glad to have it in the record. 

(The information referred to follows :) 
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[No. 45—Period covered, from inception through Dec. 31, 1959] 
teEporT oF TitLte II Operations 
(Public Law 480) 
Famine and other emergency relief assistance to foreign countries 
SUMMARY BY COMMODITY, CUMULATIVE TO DATE 
{In thousands] 


| 
rransfer authorizations issued ! 
Commodity 


Unit Quantity | Amount 


and J Bushel 3, 398 

dible a Hundredweight 22 
Pounds... 30, 228 

do ; 2, 406 

do A 65, 709 

Bushel__ r 14, 070 

Pounds ; 16, 202 

3ales 83.3 


‘ottonseed oil, cooking _- i ‘ . .do. 
Cottonseed oil, shortening - : J 3 , | ..do ‘. 
Grain sorghum --_- 5 a Hundredweight- 


Milk, dry 
Rice, milled 
Rye, flour 
W heat 

W heat flout 


Total 


Pounds 

Hundredweight 
do 

Bushel 

Pounds 


Total transfer authorizations issued. 
Advances to IC A for ocean transportation (November 1959 
Interest on CCC investment (November 1959 


Total 


estimated use 


Title II authorization total 
Less total estimated use 


Estim 


R 


ated balance available 


EPORTED AUTHORIZATIONS, INCEPTION THROUGH DEC. 31, 1959 4 


Transfer authorizations issued ! 


Country of program 
designation 


Afghanistan 


Austria 


See foot 


$6, 928 
3, 974 
20, 426 
2, 266 
29, 569 
38, 242 
1, 065 
16, 254 
296 

, O49 
936 

6, 109 
39, 126 
41, 210 
4 

1 70S 


34, O49 


478, 301 


000 
593, 940 


506, 066 


Commodity Li Quantity | Estimated 
amount 


Bushel 
og 
do 


Milk, dry Pound 
Corn sushel 
OGec5 celal do_. 
_do noe do 
do i ‘ do 
do do 
do do s 
do i ae 
do do 
Wheat flour .| Pound 
do 2 do 


PrP Pee PP PPS 


notes at end of table, p. 254. 


$5, 453 
5, 316 
>, R51 
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Famine and other emergency relief assistance to foreign countries—Continued 


Country of program 
designation 


tai.. 


V ikia ° 


l 


t Germany 


| oe 


t Germany.. 


bed eed eed ed Poe 


USDANo.| 


‘E 01-01 
"E 01-02 
“E 11-01 
“FE 20-03 
“E 39-01 





FE 39-04... 
*E 44-03 


I 
I 
“E 44-04 
"E 44-11 


FN 39-01 
HK 


HK 
HK 


39-01 
45-01 
45-02 


CC 01-01 
CC 01-02 
CC 01-03 


D 12-01 
39-01 


) 41-01 
» 44-01 


. 44-01 


14-02 
14-03 


44-4 
44-05 


44-06 


14-07 


E 04-01 
E 39-01 


IE 44-01 
TE 44-02 
IE 45-01 
LE 45-02 


01-01 
G1-02 
01-03 
"04-01 
’ 06-01 | 
" 20-01 
” 39-01 


’ 39-02 
’ 44—)1 
” 45-01 
y 45-02 


HS 44-01 


E 44-02 | 





Transfer authorizations issued ! 


See footnotes at end of table, p. 254. 


Commodity Unit | Quantity Estimated 
| amount 
siciiliciticaniaaieii — ited ieee eileen 
NN cele Bale_. eat 5 $1, 027 

Mia cecanscn dios when te cageu ZO} 1, 500 
Milk, dry__- ae (0 eee 2, 196 | 391 
Cottonseed oil, refined_._|_....do__...____| 5, 187 | 1, 137 
Bice, milled .........-- Hundred- | 110 1, 102 

weight, | | 
I aa ince kanal 176 | 1, 922 
I ia Co ee 367 | 1, 225 
eee do a | 1, 952 | 6, 127 

is oc istinetaiii dae ead OP ivee cists 622 2, 080 

do ss M eT eee est 184 670 
ssibtipttaei sn a 7 ss sci il pmcipnenaleites ks ceakieedaras soeeaud 17, 181 
Rice, milled_.__- * Hundred- | 220 2, 343 

weight. | 

1 ee eres : nnastinastl 331 | 3, 345 
Wheat flour.___- .| Pound. oe 31,018 | 1, 693 

yee s G0... ere 33, 061 | 3, 128 
a al a rs a rl in a i a 8, 166 
Cotton... Bale_. 0.2 | 29 

do do | l 130 

.do do | 1 | 130 

| 289 

Butter oil Pound 80 68 

Rice, milled Hundred- | 5 | 57 
weight | 

Beans, dry edible do ‘i | 6 | 5l 

Corn_. Bushel 32 | 37 

| 213 

Corn... Bushel 787 | 1, 995 

Wheat a. 184 | 900 

| Grain sorghum... Hundred, 110 500 

weight. 

_do 7 do 6 121 550 
Wheat Bushel 147 750 
Grain sorghum. Hundred- 375 | 1, 700 

weight. 
Wheat Bushel 349 1,810 
os 
6, 210 
Butter . i Pound ik 110 | 81 
Rice, milled__.- Hundred- 5 | 62 
weight | 
Corn.. 2 Bushel__ ‘ 80 201 
Barley . .-.do. sel 79 179 
Wheat, fiour Pound on 1, 653 142 
PEO NOON cscs nacuaies Hundred- 11 | 94 
weight. 
* Ss 759 
Cotton 7 Bale 1.6 323 

do do he 1.6 306 

do do en ait 2.4 365 
Butter. POUNRG..«<scss! 1, 102 709 
Cheese do. SM 367 
Cottonseed oil, refined do : 915 202 
Rice, milled... llundred- | 4 | 45 

weight 

do. do 11 | 126 
Corn | Bushel_. 201 686 
Wheat, flour. Pound ‘ 2, 205 | 154 

do do 1, 102 | 82 

= 3, 365 
i eiccscucesesseaes Bushel 197 605 
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Famine and other emergency relief assistance to foreign countries—Continued 


Country of program 
designation 


Guatemala 


Total___. 


Gruinea_. 


Total... - 


Haiti_ 


ines 


PE ec aon nim 





USDA No 


* 11-01 
* 11-02 
* 20-01 
* 20-2 
* 39-01 


39-02 
* 39-03 
‘41-01 
* 41-2 
* 41-03 
‘45-01 
. 45-02 
* 45-03 


3-01 


41-01 
44-01 


9 11-01 
12-01 
39-02 


HO 39-03 
HO 41-02 
HO 41-03 
HO 44-02 
HO 44 03 


| HO 45-01 
| HO 45-02 


HH 04-01 
HH 04-02 
FH 04-03 
ALA 04-04 


| HH 06-01 | 

HH 06-02 

| HH 06-03 |-. 
HH 06-04 | 

| HH 06-05 | i 

| Milk, dry. 


H 

HH 11-01 
HH 11-02 
HI 
H 


1 11-03 | 


H 11-04 


| HH 12-01 


HH 20-01 


Transfer authorizations issued ! 


Commodity 


Corn 
do 
do 


1 


do 


Rice, milled 


W heat flour 


Milk, dry 


do 


| Cottonseed oil, cooking 


do 


| Rice, milled_- 


do. 
_.do 

Beans, dry edible 

do 

do ‘ a 
Wheat flour 
Cornmeal 
W heat flour _- 
CINE ot malbwicen 


Rice, milled_-- 


| Beans, dry edible_- 


| Milk, dry 


Butter oil 


| Rice, Milled 


ee 
Beans, dry edible 
ND sicrivies 


| Corn.. 


do. 


| Wheat flour- 


.do 


| Butter 


. a 
.do 
do. 
Cheese 
aie, 
ae 
_do 
do 


ae. 

ee e : 

WP csesacs 
Butter oil__- 


| Cottonseed oil, refined _ - 


Unit 


Bushel 
ado 
do 
do 


Hundred- 
weight. 
i. 


Pound 
do 
do 
do 

Hundred- 

weight 
do 
do 
do 
do 
do 

Pound 
do 

_.do 


do 


Hundred- 
weight 
do 


-| Bushel 


Hundred- 
weight 


. | em 


} Pound -- 


.do 
-do_. 


Quantity | Estimated 


amount 


$695 
wo 
1, 176 
404 


3, 238 


Japan 


HH 20-02 aceuD 





Cottonseed oil, shorten- 
ing. | 

Cottonseed oil, refined. 
Rice, milled 


| HH 20-03 


HH 39-01 


._.do 
Hundred- 
| weight. 
HH 39-02 ; | owccll 
HH 39-03 | a Seis at cision 
HH 39-04 
HH 39-05 |----. asog ee 
| HH 41-01 | nee 
HH 41-02 |----. 5 coal 
| HH 41-03 


See footnotes at end of table, 
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Famine and other emergency relief assistance to foreign countries—Continued 





Country of program 
designation 


USDA No. | Commodity | Unit Quantity | Estimated 
amount 


| Transfer authorizations issued ! 
| 


| HH 41-04 | Beans, dry, edible | Hundred- 
weight. 
HH 44-01 | Bushel 
HH 44-02 | Wheat 
HH 44-03 
| HH 44-04 
HH 44-05 
HH 44-06 | 
| HH 44-07 
| HH 44-08 
| HH 45-01 | Cornmeal 
HH 45-02 | Wheat flour 
HH 45-03 | 





HB 11-01 | Milk, dry__- | Pound... 
| HB 39-01 | Rice, milled_....._.......| Hundred- 
| | weight. 
| HB 44-01 | Wheat--- | Bushel_- 

| | 


| FA 44-02 | ‘ | Bushel. 
HI 01-01 Cottom......... idennul cee 

| HI 01-02 |....-do ame aca a 

| HI 04-01 | Butter__....__.-- | Pound 
HI 04-02 |.....do inti coin ails ees ieee Cee 

| HI 04-03 |{- do oo a aa _..do 
HI 06-01 Cheese___ —s do 
HI 06-02 |.....do : do 

| HI 06-03 |_....do 2 = wenesiatcnsaae 
HI 06-04 |. do pasariedebekstte do 
HI 11-01 Milk, dry__.._- a 5a 
Zee Bae be. OO. sp ewewecn _...do 
HI 11-03 |.....do 5acuclO 
HI 11-4 ae a do 
HI 11-05 | do__. oot RE a 
HI 11-06 | do 
HI 20-01 | ae as cee i 

| HI 41-01 Hundred- 

weight. 

Re Bo I oe _..do 
HI 44-01 Ce a _| Bushel_- 

Pg” 2a 
HI 44-03 Wheat ; 
HI 44-04 cn cmicinaiinscraemeeeni eee 

| HI 45-01 Wheat flour =F, £4—e 
HI 45-02 |.....do oe 

| HI 45-03 |_....do péeealedaa 

| HI 45-04 Corn meal i ee 
HI 45-05 Wheat flour-. Ginnke ada 
Re ee Bi... Mivacnnmsnnincenhdaudl duceuiae 

| 45-07 |_--- ; — 


mr orem oto 


wrt 


tw 





| Milk, dry 
Ve ee 
11-03 |-- li vccnwiminaimethiutes es 
44-01 Wheat Bushels.- .-- 
44-02 |.....do : | allies ‘ 
44-03 /|.....do... peters ail i etd be 
45-01 Wheat flour Pound 


Jordan .....| Hundred- 
weight. 
| Bushel 
_.do 
Hundred 
weight. 
Bushel 


; Barley - a 
Wheat flour 


See footnotes at end of table, 
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Famine and other emergency relief assistance to foreign countries—Continued 


Transfer authorizations issued ! 
Country of program ee 
designation ii 
USDA No Commodity Unit | Quantity | Estimated 
amount 


Korea... 7 .| CO 01-01 Cotton_._- van $78 

a ms FM 39-01 Rice, milled e _..| Hundred- 88 | 839 
weight. 

Lebanon - . : —)] W heat ne | Bushel_____- a 9, 715 

Corn a eh See 3¢ 119 

Barley cameo DR steel 22: 410 


= i EN a eee De ee bok xk 10, 244 


W heat do ' 338 
do... do ; | 2, 933 
do do__. : 25 a10 
lo 5 do 2 S16 
do do 265 925 
do do | 621 
do do 276 1, 039 
do do__- | 36 1, 187 
_do do 7 566 
do do 57 
do do As 2, 650 

| Grain sorghum Hundred- 350 
weight. 
Barley Bushel 445 Reli 
Grain sorghum Hundred- 925 Ry ‘ 
: {yuh 
weight. 

Barley Bushel 

W heat do 
do do 
lo do 


mK 39-01 Rice, milled ‘ Hundred- 
weight 
Mexico HM 44-01 | Corn Bushel 
Morocco HQ 11-01 Milk, dry Pound 
HQ 39-01 | Rice, milled___- Hundred- 
weight. 
HQ 39-02 | ne ; do__. 
HQ 44-01 | Wheat Bushel_- 
HQ 44-02 do do 
HQ 44-03 do do 


N 11-01 Ne Ws sh does wan ‘ Pound -. 
N 44-01 Wheat... : Bushe 
N 44-02 | Corn......-.-.-- ae do 
N 44-03 | Wheat_- 


H 
H 
H 
H 


Total a ee 
Pakistan 01-01 | Cotton.._- ‘ ae 
| 01-02 |. Od aa oe wiht ee Sk 
CP 11-02 Milk, Gry.....<.....<....| Pound. 
CP 11-03 |. do ee eee ee. ee 
CP 12-01 | Butter oil cea 2 do 
CP 20-01 | Cottonseed oil, refined. _|.....do__._- 
20-02 |.-...do. eta iN Chea 
CP 20-02 | Cottonseed oil, cooking-_|.....do__..- 
( 39-01 Rice, milled... hundred- 
| weight. | 
CP 44-02 Theat. .-- o) WEG. 5.3 éé.. 
CP 44-03 
Total_- ie rianiaimaintiesa 
Poinsettia program __ HA 04-01 | Butter____-- Pound 
HA 06-01 | Cheese 5 do. 
HA 11-01 | Milk, dry do. 
HA 18-01 | Cottonseed oil, short- <0. . 
| ening. 
HA 20-01 | Cottonseed oil, cooking do. J 
HA 40-01 Rice, milled_. Hundred- 
weight. 
HA 41-01 | Beans, dry edible--.- do 
HA 45-01 Wheat flour Pound 
HZ 06-01 | Cheese do 


See footnotes at end of table, p. 254. 
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Famine and other emergency relief assistance to foreign countires—Continued 


Transfer authorizations issued ! 
Country of program | Seadaecin 
designation | 





USDA No Commodity Unit Quantity | Estimated 
amount 
Sie 0-08 ol EE GPE cdscssccunan POURRA. « ocnn~s 999 $174 
| HZ 40-01 | Rice, milled_..-- ..-| Hundred- 8 | 78 
| weight. | 
| HZ 41-01 | Beans, dry edible. -___--- -do- 8 | 74 
| HZ 45-01 Wheat flour--- ; ..| Pound | 1, 512 | 115 
Total_._- eh At en cae aeeen : ae ; : 16, 688 
‘ Peru ; _.....| HP 11-01 | Milk, dry--- Pound 4, 413 801 
HP 11-02 eo os ; do 3, 301 | 577 
° HP 44-01 | Corn | Bushel___- 472 | 1, 282 
HP 44-02 | Wheat ‘ i 691 2, 355 
HP 44-03 | Barley do a 627 1, 103 
° HP 45-01 Wheat flour. ___- Pound. . 2, 203 162 
| HP 44-04 | Wheat Bushel___- 184 588 
. HP 44-04 | Wheat flour Pound 7, 931 607 
. HP 44-05 | Corn.- | Bushel_- 391 1, 204 
. HP 44-06 Barley_- do. R24 1, 540 
. HP 44-07 | Wheat_- : ee. as 377 1, 363 
s HP 44-08 | Corn . : do ‘ 356 1,158 
A Total ao - fom : i‘ 12, 740 
0 Relief agencies HX 11-01 Milk, dry Pound 60, 000 10, 100 
, Ryukyu Islands HR 39-01 Rice, milled_. Hundred 201 1, 887 
“ weight | 
HR 39-02 do 3 _do 145 1. 643 
a0 HR 39-03 _do...-- Diss 132 2, 000 
Total 5, 530 
, pair FC 01-01 | Cotton_- Bale 11.7 2, 086 
‘ FC 01-02 do do 12. 2 2, 100 
” Total - | 4 186 
Sudan FS 11-01 Milk, dry- Pound 55 9 
mr Tunisia FL 06-01 Cheese do 1, 463 O44 
. FL 06-02 do .o 18 s 
+ FL 06-04 do do 853 365 
‘HS FL 06-05 _do ce _do 282 114 
ms FL 06-06 _do As do 1,179 493 
mr FL 11-01 Milk, dry- do 1,931 413 
or FL 11-02 .do do 26 | 5 
” FL 11-03 _do do 66 15 
; FL 11-04 .do do 66 1! 
ca FL 11-05 _do do 110 | 18 
o> - FL 39-01 Rice, milled_- Hundred- 40 | 600 
105 weight | 
, FL 44-01 Wheat_- Bushel 1, 651 5, 681 
iad FL, 44-02 do.. do... 99 390 
3 FI. 44-03 do... do 713 3, 063 
a FL 44-04 do _do 4193 | 1, 990 
136 FL 44-05 ._.do do 1, 102 | 5. 000 
ue | FL, 44-06 <8 . do 230 RAY 
199 FL 44-07 do ee 228 Rt) 
04] FL 44-08 do do 1.470 6. 750 
466 FL 44-09 Barley do g2 250 
O34 FL 44-10 W heat do 397 2, 000 
mOR FL 45-01 Wheat flour Pound 7, 293 606 
68] FL 45-02 do do 4 7 
001 Total 30,172 
i lurke CT 04-01 Butter Pound. 5, 536 3, 542 
716 | CT 0601 Cheese } do 5, 580 2, 276 
oes CT 11-01 Milk, dry do 7, 703 1, 591 
f3 CT 3-01 Rice, milled | Hundred- 3 | 4] 
: » \ 
SUS — . Wweilgnt, ‘ 
"991 CT 44-01 W heat Bushel. 1,448 4, 547 
’ 935 CT 45-02 | Wheat flour | Pound 2, 204 183 
475 lotal_.._-- : : 12, 180 
91 
, 121 Uruguay s : FU 11-01 Milk, dry- a Pound on 22 3 
931 FU 39-01 Rice, milled_..--- .-| Hundred- l 12 
191 | weight. 
"ong | FU 45-01 | Wheat flour:... eS 44 | 2 
cae c : po . : 2 17 


See footnotes at end of table, p. 254. 
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Transfer authorizations issued ! 


Country of program 
designation 


USDA No Commodity Unit 
a ic HV 01-01 Cotton siats sgh teeinicacacil > Ear ai niinlaca 
HV 4401 Wheat flour hind ER « anaes 
RN ir Seis omc Sec Age hones Wa dani sere ppl Seah Wd ae Reap Re 
OO ee a Ea Se | WE. coo oc cce cess Bushel.--...- 
HU 44-02 |. eee CT es 
HU 45-01 | Wheat flour_........-.-- POUING 56.442. 
NE Etta esate cadeeiaabeeee > Bsa Nees scncmteieand meeieh tienes iene eae 
ee [Oe  ) etter sos ce Os. 
} SE ch oc, ont A hacen ondeun ohne = A ee rene 
| HY 11-01 Mik. ary......... a os Een at ae 
| HY 39-01 | Rice, milled.....-- Hundred- 
| weight. 
) Wy ae |) Wiheat..--..-.-.........] Beene. 1.2. 
| HY 44-02 |_.... Moos dan tlccce ea eee hue kan at 
| HY 44-03 |--.--- Maree eeedcccktaar Seite | 
Yr nS ptm wes Lo ee 
| HY 44-05 |... a 3f a ee 
HY 44-06 |_...- do._.. estat ees 
TE Socata ciaciddnal ila annie’ [ip cnnanenecccanesensnenens|seonsensresssa- 
| 
RNS siriechincn ccd toupa cane hime daseeacases nesceba 


| Quantity 
| 


-| 8, 79% 


294 





Estimated 
} amount 


$20 
727 


1,17 








SUMMARY OF REPORTED SHIPMENTS, BY COMMODITY, CUMULATIVE TO DATE 

















as = = | asia 
Commodity Unit Quantity | Estimated 
{ | amount 

Select esa cncinepessirasac i itil aiial cinemas | Ane ae 
Barley ---- Bee ai as Sat are ch Saes Bushel._- : | 3,075 | $5, 739 
Beans, dry edible- Hundredweight___| 422 | 3, 97 
Butter- Be ee oe eas Poca knthitewe ax Pound 30, 228 20, 426 
Butter oil_____-- - ; alas a oe _..do 2, 406 2, 266 
es ; SS do 65, 709 | 29, 569 
Corn. : wicca ace : ; Bushel_-- ; 13, 921 38, 042 
Cornmeal._-___--- Pound . 16, 202 1, 402 
Cotton ; sash Bale pee 72 | 14, 469 

Cottonseed oil: | 
a ae : . Pound : 23, 461 | 4, 867 
Cooking ¢ ‘ |. do fai 14, 283 | 3, 478 
Shortening_. s do - Sone ee 3, 053 | 936 
Grain sorghum Hundredweight. 1, 664 5, 305 
Milk, dry-_.- Pound 3 141, 209 26, 823 
Rice, milled | Hundredweight_.- 3, 431 37, 681 
Rye flour _do : Oe 11 | 94 
Wheat | Bushel a 61, 327 | 207, 272 
Wheat flour POUND cs ccwGeecane | 406, 626 | 31, 446 
| } ee ee 
el eile 4 aoe a oo} ba oe ta | 433, 789 

| 
SHIPMENTS REPORTED, CUMULATIVE TO DATE 
[All data in thousands] 
Transfer authorizations Shipments reported ! 5 
Country tae! ‘ie oa er Beier 2 ie mare. 
USDA No. Commodity Unit Quantity | Estimated 
amount 
| 

Sasa eR ten ae mines ene iminices a Se | —_——$—$ 
Afghanistan...........-- FH 44-02 | Wheat 3 savas 2 | 1, 538 $5, 453 
| FH 44-03 |__...do do 1, 450 5, 316 
| FH 44-04 | do =o a __.do 1, 806 6, 851 
s scsh ssn Recs t 
Wgtel ss a Be ae . : ee 6 17, 620 
| bo! 


See footnotes at end of table, p. 254. 


Aust 


Boliv 


Camb 


Ceylo. 


China 
Costa 


’ 


Czech 
Ethioy 


7 
East G 


West G 


See 








a 
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Famine and other emergency relief assistance to foreign countries—Continued 





Country 


——_[—_——— 


i  ncccmsntnnoetae 


PNT sin bardinammenctn 


ONE aincciinn aceon 
PO ROGMsecducenesokaan 


Ceylon 


_ es 


SRE RSE eee eee S 
eee 


Nici istine tia diadics 


Czechoslovakia 
Ethiopia 


SOM cocts 


East Germany 


ROME cess ennceeus 


West Germany 





Transfer authorizations 


USDA No.| 
| 


QO 


PPP PP PP PP 


11-01 
44-47 
44-48 
44-49 
44-50 
44-51 
44-52 
44-53 
45-01 
45-02 


2020202 


40202 


4 


AARARAADAYO 


FE 01-01 
FE 01-02 
FE 11-01 
FE 20-03 
FE 3-01 
FE 39-04 
FE 44-02 
FE 44 03 
FE 44-04 
FE 44-11 


FN 39-01 
HK 3-01 


| HK 45-01 
HK 45-02 


CC 01-01 
HD 12-01 
HD 3901 


HD 41-01 
HD 44-01 


HC 4401 
FP 44-02 
FP 44-03 


| FP 44-04 


FP 44-05 
FP 44-06 


FP 44-07 


| HE 04-01 


HE 39-01 


HE 4401 
HE 44-02 
HE 45-01 
HE 45-02 


HW 01-01 
HW 01-02 
HW 01-03 
HW 0401 
HW 0-01 
HW 20-01 
HW 39-01 


HW 39-02 


HW 
HW 
HW 


44—)1 
45-01 
45-2 


Commodity 


Milk, dry 
Corn 
do.. 
do ‘ 
Pi cntvnhbbbeainodewen 


do Ae ee Ee eee 
‘Wheat fiour 
..do 


Q 
° 
= 
s 
= 
5 


i 


Rice, milled 





a 
~ 


Butter oil 
Win aciaGicarotivemutdioud 


| Obie, MeFi 235 ales 
| 


ee 
W DONE. < a= 255<55 
| Grain sorghum..-....-.-.| 


...do 
| Wheat. - suas 
Grain sorghum..-....-.-- 


WOR. sccaseccincscaas 


MONE sc cc cacccuen nate 
Rice, milled_........--- 


en ee 
Barley -- 5 i | 
Wheat flour 
Rye flour 





do-_-- se 


| do ihn soe te eee 


Cottonseed oil, (cook) -_- |. 


| Pound 
ai et 


|} Pound. 





Shipments reported 15 


Unit 


Pountls: . .i.<. 
Bushel__._..-- 
seal es 
._.do ae oe 
do 
We eek 
gM So 
Givin 
POUNG... << ccs 


bey Re bnes eon 
| 


Sat: sae eae 
Hundred- 
weight. 


Le kadtikenawe'pice 


Hundred- 
weight. 
..do 


| eee ee 
Hundred- 
weight. 
_.do 


Bushel 


lL icwatae 


QAO. sian 
Hundred- 
weight. 
.do 
Bushel. 
Hundred- 
weight. 
Basel wccnnc: 


| Pownd.......... 


Hundred- 
weight. 
ee 
do 
Pound 
Hundred- 
weight. 


Cotton... 
do 
do 
Butter 
Cheese 
Cottonseed oil, refined 
Rice, milled_.. 


do 
Corn 
W heat flour 
.do 


See footnotes at end of table, p. 254. 


| Bale. 


do 

do 
Pound. 

do 

do 
Hundred- 

weight, 

do 
Bushel. es 
Pound 

cn teeenil 


Quantity 





331 
21,018 
33, 061 








Estimated 
amount 


$11 

6 2, 278 
6 5, 386 
8 3, 247 
6 2,116 
6 4, 487 
6 2, 281 
61,993 
103 

46 








6 1, 995 
788 
331 
387 
587 
1, 232 

683 
4, 008 
81 


62 


201 
179 





viens 
SS 


a 
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Transfer authorizations 
Country gz ” 
USDA No Commodity 
Ghana-.-- HS 44-91 Corn 
Guatemala. - HG 44-01 do 
HG 44-2 do 
HG 44-03 do 
HG 44-04 do 
Total_- 
Guinea_. FR 39-01 Rice, milled. 
FR 45-01 W heat flour 
Total 
Haiti HT 11-01 Milk, dry 
HT 11-02 do 
HT 20-01 Cottonseed oil, cor 
HT 20-02 |. do . 
HT 39-01 Rice, milled 
HT 39-02 do. 
HT 39-03 do 
HT 41-01 Beans, dry edible 
HT 41-02 do 
HT 41-03 do 
HT 45-01 Wheat, flour 
HT 45-02 | Cornmeal 
HT 45-03 | Wheat flour. 
HT 45-04 | Cornmeal 
Total. ‘ 
SE HO 3-01 Rice, milled 
HO 41-01 Beans, dry edible 
HO 44-01 Corn 


Total 


Hungary 


See footnotes at end of table, p. 


king 


ined_. 


HO 11-01 Milk, dry.....- 
HO 12-1 Butter oi] 

HO 39-02 ae 
HO 39-03 do 

HO 41-02 | Beans, dry edible 
HO 41-03 do 

HO 44-02 | Corn 

HO 44-03 do 

HO 45-01 W heat flour 

HO 45-02 do 

HH 04-01 | Butter 

IHI 04-02 _..do 

TH 04-03 ._.do “ 

TH 04-04 _.do 

IH 06-01 | Cheese 

IHi 06-02 _do 

IH 06-03 4 eee 

IH 06-04 |.-...do 

1H 06-05 do e 

TH 11-01 | Milk, dry_------ 

1H 11-02 _.do ae 

1H 11-03 |_....do scutes 

IH 11-04 ect cpainclosinbibabra 

[H 12-01 | Butter oil ares eal 

IH 20-01 | Cottonseed oil, refined 

{H 20-02 | Cottonseed oil, shorten- 

ing. 
HIT 20-03 | Cottonseed oil, ref 
HH 39-01 | Rice, milled_..--- 
ee ee). 5 MOO acu nceosen 
| HH 39-03 |----- ee 
HH 39-04 |_-.-. do aah 
HH 39-05 |.-.-. do 
254. 


es 


Shipments reported ! 5 


| 


Unit Quantity Estimated 
amount 
Bushel 197 8 $H05 
do. ¥ 276 695 
do. 357 903 
do 464 1,176 
do 183 4fi4 
% 3, 238 
Hundred- 110 1, 239 
weight. | 
Pownd...... 6, 613 346 
? ARS 
Pound. 194 34 
do___. 45 ) 
a 199 5 
do 475 120 
Hundred- 44 429 
weight. 
do 68 675 
do 44 533 
do 2 573 
do 57 476, 
do 15 16 
Pound. 2, 247 149 
do 2, 203 12 
do 141 37 
do 110 s 
= 1 
Hundred- 7 4 
weight. 
= E 7 7 
Bushel 24 il 
$212 
Pound... i 213 $ 
do 7 127 10 
Hundred- 2 | 2 
weight 
._.do i es sia { 
..do s 5 | 42 
_.do ean, .6 4 
Bushel ‘ 9 2 
= do ] 5 
Pound 246 18 
do 7" 56 : 
” 
Pound c..... 1, 764 1, 167 
_._..do a 20 34 
..do oe 80 | 57 
do ‘ 311 222 
...do aoe 2, 251 993 
..-do 2 ack 373 160 
...do B 40) 23 
..do Se 439 187 
ae toe Tt 570 207 
POOR: 6, 601 | 1, 352 
asa a 602 1i7 
se 40 3 
_.do ee 2,716 59. 
<p eezecs 56 il 
NO ce. 2, 243 | d4l 
= Os as 4 1 
_..do aG 60 It 
Hundred- 11 | 123 
| weight. 
fs LS —_ 0.4 | 40 
ree? ae 11 | 162 
oa 3 | 46 
ati 4 | 43 


cee 


Hung 








} 
% 
) 
| 
. 
' 
} 
g 
$ 
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Transfer authorizations 


Country 
USDA No 


gal HH 41-01 
HH 41-02 
HH 41-03 
HH 41-04 
Ht 44-01 
HH 44-02 
HH 44 03 
HiTL 44-04 
HH 44-05 
HHL 44-06 
HH 44-07 
HH 44-08 
HH 45-01 
HH 45-02 
HH 45-03 
HB 11-01 
HB 39-01 
HB 44-01 
FA 44-02 
HI Onl 
HI 01-4)2 
HI 04-01 
HI 04-2 
HI 04-03 
HI 06-01 
HI 06-02 
HI 06-03 
HI 06-04 
HI W011 
HI 11-02 
HI 11-03 
HI 11-04 
HI 11-05 
HI 11-06 
HI 20-01 
HI 41-01 
il 41-2 
HI 44-1 
HI 44-02 
HI 44-03 
HI 44-04 
HI 45-01 
HI 45-02 
HI 45-03 
HI 4544 
HI 45-05 
HI 45-06 
HI 45-07 
HI 45-08 
HJ 11-01 
HJ 11-02 
HJ 44-01 
HJ 44-02 
HJ 44-03 

Total 
‘ | FB 44-02 
FB 44-03 
FB 44-04 
FB 44-04 
FB 44-06 
FB 44-07 
FB 44-08 
FB 45-01 
Total 


See footnotes at end of table, p. 254. 


Commodity 


Beans, dry edible Ju 

o _do oe sneancesesoee 
do 
do 

3 ee “ 

W heat - 
do 

Corn 

W heat 

i ae 

do 

Wheat 

W heat fiour 
do 
do 


Milk, dry 
Rice, milled 


W heat 


W heat 
Cotton 
Butter 
do 
do 
Cheese 
do 
do 
do 
Milk, dry 
do 
do 
do 
ao 
do 
Cottonseed oil, cookin 


Beans, dry edible 


do 
Corn 

do 
W heat 
Corn 
W heat fiour 

do 

do 
Cornmeal 
Wheat fiour 

do 

do 

do 


Milk 
do 
Wheat 


ao 


dry 


0 


Grain sorghum 


Wheat... 


__.do : 
Grain sorghum 


Barley 
Wheat 
| do 


W heat flour 





Continued 


Shipments reported ! 5 


Unit 


_.| Hudred- 
weight. 
ae<@O 

do 

Bushel_- 

.do 
do 
_do 
1a 
do 
do 

Bushel 

Pound 

do 
do 


Pound 

Hundred- 
weight. 

Bushel 


Bushel 

Bale 
do 

Pound 
do 
do 
do 
do 
do 
do 
do 
do 
ao 
do 
do 
do 


do 


Hundred-— 


weight 

do 

Bushel. 
do 
do 
do 

Pound. 

] 


ao 


do 
do 
do 
do 
do 


do 


Pound 
do.. 

Bushel 
do_. 


..do 


Hundred- 
| weight. 
Bushel.. 
do 
Hundred- 
weight. 
Bushel_- 
do.. 
do-. 

Pound 


Quantity | Estima 








ted 

amount 
22 | $203 
22 | 187 
5 | 45 
0.2 | 2 
394 | 988 
367 | 1, 226 
220 | 830 
315 887 
13 | 41 
145 | 457 
11 38 
290 | 1,018 
61 32 
, 803 $23 
130 10 
6 12, 649 
6, 607 | 1, 165 
224 | 2, 483 
373 | 1,017 
® 4, 665 
726 2, 748 
0.6 6100 
19 3, 586 
3, 334 2, 239 
8, 802 | 5,814 
2, 370 6 1, 567 
16, 943 | 68, 048 
13, 249 5, 862 
11, 788 5, 302 
542 2, 408 
13, 212 5 2, 692 
9, 727 6 1,943 
9, 926 ? 002 
12, 116 2. 072 
2, 205 367 
35 686 
1 718 
51 437 
OO 1, 409 
591 1, 555 
1,418 025 
197 527 
42, 838 6 3,079 
26, 271 2, 100 
14, 708 1, 147 
13, 228 1, 237 
79, 330 7, 353 
52, 318 6 3, 685 
16, 505 S14 
26. 765 1, 365 
75, 414 
18, 837 $3, 318 
24, 800 | 6 4,403 
3, 747 6 10, 381 
6, 412 | 15, 763 
370 1,110 
34, 975 
443 | 6 1, 426 
3h7 61,553 
3A7 | 61,401 
220 | 6 §48 
6 826 
1, 980 
2, 897 
345 
i oa } 11, 086 








Country 


Korea 22sece sececess 


Laos 


Lebanon 


Total . eines 


Libya 


Total 
Malgache 


Mexico 
Morocco 


Total. 


Nepal _. 


ote as. 


Pakistan - 


TONG ccecscmcmcun 
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Transfer authorizations 


| USDA No, 


CO 01-01 
FM 39-01 


FD 441 
| FD 44-02 
FD 44-03 


44-03 
44-04 
44-05 
44-06 
44-07 
44-08 
44-09 
44-10 
44-11 
44-12 
44-15 
44-16 


a 


44-17 
44-18 


Pry ry 


44-19 
44-20 
44-21 


Pres Pf Pe Pay aff Pay ay Pay ay Pay Pay ry Py ey Py 


rx) xj 


FK 3-01 


| HM 44-01 
HO 11-01 
| HQ 39-01 


HQ 4401 
HQ 44-02 
| HQ 44-03 


HN 11-01 
HN 44-01 
HN 44-02 
HN 44-03 


CP 01-01 
CP 01-02 
CP 11-02 
CP 11-08 
| CP 12-01 
CP 20-01 
CP 20-02 
| CP 301 
i 
| CP 44-02 
| CP 44-03 


| HP 11-01 
| HP 11-02 
HP 44-01 
| HP 44-02 
| HP 44-03 
HP 44-04 
HP 44-04 
| HP 44-05 
| HP 44-06 
| HP 44-07 
| HP 44-08 
| HP 45-01 
| 


Commodity 


Unit 


Shipments reported ! 
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| 
Quantity | Estimated 


amount 
| i Pree Bale gusane 0.4 6 $78 
Rice, milled Hundred- RR 6 R29 
weight. | 

Wheat Bushel____.- 2, 391 | 9, 715 

Corn do_. 39 119 

Barley do_. 224 410 

“ 6 10, 244 

Wheat do_. 110 | § 338 

do do S80 | 2, 933 

do do 250 910 

do do 220 | 816 

do do 265 | 925 

do do 184 | §21 

do do 276 | 1, 039 

do do 366 | 1, 187 

do do 72 | 6 566 

do do.. 110 450 

do do 446 | 1, 729 

Grain sorghum Hundred- 110 6 350 
weight 

Barley Bushel 230 6 445 

Grain sorghum Hundred- 287 | 921 
weight 

Barley | Bushel 632 | 1, 236 

Wheat do 147 6 540 

_.do do _. 73 | 274 

15, 280 

Rice, milled Hundred- 2.2 6 26 
weight, 

Corn. Bushel 84 6 216 

Milk, dry Pound 108 6 16 

Rice, milled Hundred- 35 382 
| weight 

Wheat Bushel 1, 830 6 6, 768 

do | do-_ 186 723 

..do ._.do 112 4(M4 

eee 8, 293 

Milk, dry Pound ..... 22 4 

Wheat ---| Bushel 45 145 

Corn do 24 | 61 

Wheat ..do 737 3, 105 

6 3,315 

Cotton Bale 15.2 | 3, 136 

do do 3.6 1, 338 

Milk, dry Pound 300 53 

do = 1,076 199 

Butter oil jes see 2, 143 | 2, 041 

Cottonseed oil, refined do. 1, 983 466 

_.do pe do ae 18, 260 3, 642 

Rice, milled Hundred- 1, 310 14, 681 
weight. 

WML. Scan cccsctaess usd Busoel.. 5.56. 4, 660 15, 091 

SOs =. covcsenGocwues oe Sacco. 1, 867 7, 069 

il tic an celatigt bracts seme sel te dia eee bak 6 47, 716 

| Milk. dry. ......<.- Pound. ______- 4,413 801 

do. ‘ ee ..do 3, 301 577 

CRN can abesgaeie Bushel_- 72 1, 282 

Wheat pint = A a 5 691 2, 355 

Barley een sale 626 1, 103 

Sos hes nce A 224i 154 588 

2 Pound. cs 7,931 | 607 

NU on cae mae Done. oe. 391 1, 204 

Barley -- 2 | ee 824 1, 540 

Wheat — = a te 377 1, 363 

Corn aa is eee a can 356 1, 158 

Wane MOU? .<6..<5<c58 Pound.......- 2, 203 162 

ei ae en ee 6 12, 740 


See footnotes at end of table, p. 254. 
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: Transfer authorizations | Shipments reported ! 5 
7 Country Fa ie Ses | ‘eee a aa 7. 
| USDA No. Commodity Unit |} Quantity | Estimated 
} | | amount 
} | 
ee ae a a ne - i eee a a 
"2 Poinsettia program..-.--| HA 04-01 UNE oc cccncecssesels Pound......<.-| 4, 700 $3, 563 
24 | A O6-O) | CRG oc. scccndonene eer Pere 3, 795 1, 808 
| HA 11-01 | Milk, dry_--- ansneakelewer Gbiccccamaa! 8, 643 2, 021 
HA 18-01 | Cottonseed oil, shorten- |.....do---....-- 3, 049 935 
5 | } ing. | 
19 HA 20-01 | Cottonseed oil, cooking.| Pound-.-...--| 5, 087 1,475 
0) i | HA 40-01 Rice, milled_............| Hundred- | 239 3, 121 
weight. 
4 | HA 41-01 Beans, dry edible.......|---- Ds anSid inka 80 931 
} HA 45-01 | Wheat flour_........-.-- | POUMG agcies 22, 753 2, 191 
Rs fe S| CRN ee oa cs oacamh ee eRe 460 202 
33 } HZ 11-01 | Milk, dry_-...-.- ee ES 999 | 174 
10) | HZ 40-01 WhO; MUN caine anon | Hundred- 8 | 78 
16 weight. | 
25 | HZ 41-01 Beans, dry edible. -......}.....do---._..--] 8 74 
2 | HZ 45-01 | Wheat flour..........-- | Pound....-<.-- 1, 512 | 115 
: aie cata aaicie a Mealeaal 
3Y | 
R7 TM cpiisctasntecshowndeounens lass diac ince ocala satan are at eet aluitiaie ies citar aie alia 6 16, 688 
Ath i | | a — = 
F( Ryukyu Islands.....-..- | HR 39-01 | Rice, milled_..-..-__-.-- Hundred- 201 | 1, 887 
a \ | | weight. | | 
. } AT, I eee ia ee. eae 145 1, 643 
——— 
4 Total Seat kewaaul cates ‘ ca te laces aceael ag 6 3, 530 
»] | | | 
, NN ata eS PC 0)-O8 -) COMO ao cccinencneens | Bale sage 11.7 | 6 2, 086 
36 FC 01-02 |.----do. SEIS! at ORES 3.3 | 575 
4( | | aint ern 
74 WWGlissnecesscsane j Sel caap ated kala onhuwidadcane Tephs caaieonwesa Miia set 3 2, 661 
= RES eRe ae | FS 11-01 | Milk, dry vieednbeat i er 55 | $9 
| DNA Gite cede aus _..| FL 06-01 | Cheese__.---- Jo ese eee OG ceciee 1, 463 6 644 
of | | FL 06-02 |.....do- sasha tales eee Neer 18 68 
Ee ee ss pana whack See cas 853 6 365 
16 | FL 06-05 |- Aa ND a << hcckc un wivccichackebdt ce MOA SEK 282 6114 
1f FL 06-06 | do Se 1,179 6 493 
89 | FL 11-01 | Milk, dry pahin 2a = 1, 931 6 413 
FL 11-02 ide p aera ‘ . sees ada 26 65 
68 FL 11-03 |.-....do_--. sdiciatueene ad 66 | 13 
23 FL 11-04 safaliRiccas : 5 OB cca 66 | 611 
04 FL 11-05 |.....do-.. j ail tees hie 110 618 
FL 44-01 Wheat P Bushel 1, 651 6 5, 681 
93 FL 44-02 do_.- . aie do... _| 99 | 6 390 
| FL 44-03 do : : eS 713 6 3, 063 
4 FL 44-04 do | 493 | 6 1,990 
45 FL 44-05 oe . a 2 1, 102 | 4,211 
6) FL 44-06 do do._.- . 230 6 RRO 
05 FL 44-07 do ee 228 6 850 
: ! FL 45-01 Wheat flour Pound 7, 293 6 606 
15 FL 45-02 _.do = . do - 84 67 
3f Total Sc cee abe oats sonmhuddes 19, 781 
3S ‘ é s 
53 Turkey. CT 04-01 Butter selcaalaiaaiil ....| Pound 5, 536 
99 CT 06-01 Cheese do 5, 5f 
4] CT 11-01 | Milk, dry ae do 7, | 
6 } CT 301 | Rice, milled_. ‘ Hundred- 3 | 
49 weight, 
8] | CT 44-01 | Wheat aera .| Bushel 1, 448 | 4, 547 
j CT 45-01 W heat flour.______- - Pound 2, 204 183 
19] 
169 } TE ie wae ce canctandne anders ake badadsecbiunea sheen 12, 180 
ee | 
"te Uruguay cnucsececedl Bl knee Milk, dry Pound 22 3 
FU 39-01 Rice, milled..........- Hundred- ] 2 
weight 
FU 45-01 | Wheat flour ia Pound ‘ 44 2 
iS a * 17 
Vietnam.....-..-- HV 01-01 | Cotton..........-- ..| Bale 1 | 6 20 
HV 44-01 | Wheat flour.............| Pound........ 8, 793 727 
Total... Soct wi . ae bade . 6 747 
| a re HU 44-01 | Wheat.. Bushel 551 2, 169 
162 HU 44-02 do do 294 1,175 
HU 45-01 | Wheat flour Pound 11, 023 603 
740) 
Total onic ce 3, 947 


See footnotes at end of table, p. 254. 
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Yemen 


Country 


Yugoslavia. 
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Grand total...-- - 


ides new and 


Country of pro- 


gram designation 


Afghanistan 
Austria 


Boliv 
Ceylon 
Ch 
Japan... 


Malgache... 


Morocco 


Nepal 


Poinsetti \D’ ogran 


Relief agencies 
Ryukyu Islands. 
Sudan. 


Qn + 
iuimisia 


DRE 5 svonncosns: 


rransfer 


USDA No 


Y 04-01 
Y 04-02 
Y 11-01 
Y 3-01 


Y 44-01 
Y 44-02 
Y 44-03 
Y 44-04 
Y 44-05 
Y 44-06 


USDA 


No, 


FH 44-04 
CA 44-54 
FE 44-11 
Hk 45-01 
CC 01-4912 
CC 01-03 
J 11-03 
J 44-03 
| 45-1 


HQ 11-1 
HQ 39-02 


FS 11-01 
FL 11-05 
FL 39-01 


*L, 44-07 
*L 44 08 
“T, 44-09 
*L 44-10 
U 11-01 
‘U 39-01 
‘U 45-01 
IU 44-0) 
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authorizations 


Commodity 


Butter 

do us 
Milk, dry 
Rice, milled.-- 


Wheat. 
do 
do ~ 
do. 
On. <. 
i. 


10,132. 


t 


rom sept 


Commodity 


W heat 
Cori 
W heat 
Wheat flour 
Cotton 

do 
Milk, dry- 
W heat 
Wheat flour 
W heat 
Corn 
sarley 
(rrain sorgn 
Barley 
W heat a. 
Rice, milled__- 
Milk, dry 


Rice, milled _- 


Wheat 
a 


-a 


Rice, 


milled... 


Milk, 


Rice, 


dry... 
milled... 
Milk, 


_do 
Rice, milled. 


dry. 


| Wheat 


do 
Barley 
Wheat 
Milk, dry. 
Rice, milled_.. 
Wheat flour 
Wheat 


1m. 


DU wea 





Famine and other emergency relief assistance to foreign countries—Continued 


Shipments reported ! 6 


Unit 


Hundred- 


weight. 


do_- 

do_.. 
do 
oo. 


do 


Unit 


Bushel. 


Gi. 


Pound 
Bushel 
Pound 


Bushel 


Pound 
Hundred- 
weight. 
Bushe! 


do 


Hundred- 
weight. 
Pound 
Hundred- 
weight. 


Hundred- 
weight. 


Bushel 


do 


do 


6 Wherever value of quantities shipped are in excess of authorization, revised ICA authorizations 
process. 
6 Shipments and invoicing complete; amounts reflected are actual costs, 


Quantity 


Estimated 
amount 


1, 656 
441 
475 

9 84 


367 | 


1, 221 
14, 141 
17, 240 
12, 022 

739 
15 


8 46, 994 


433, 789 





1 This report reflects individual authorizations issued and shipments reported through Dee. 31, 1959, 
Details of all authorizations will be repeated periodically thus enabling users to dispose of prior copies of the 
report from time to time 
ximate wheat bushel equivalent, 
3 Payments made by ICA under title II and II] as reported through Nov. 


amended authoriz 


30, 1959, amounted to $96,914,000, 
1 through Dee. 31, 1959, as follows: 


Quantity | Estimated 
amount 


—3! —$1, 649 
63 200 
—27 

| — A) 

l 130 

l 130 

1, 889 354 
R58 | 3, 200 
4,000 | 275 
| —447 

—3l 

—6 —1% 
—70 

—135 

—160 

4 

2 —9 

35 500 
184 900 
2 45 

] i4 

60, 000 10, 100 
132 2, 000 
—3 

40) 600 
—2/0 

1,470 6, 750 
92 | 250 
397 2, 000 
—2 

—3 

oi] 

| —831 


are in 





In 
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Law 
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1954. 
1955. 
1956. 
1957 
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In addition to operations under title II of Public Law 480, surplus foods are 
distributed abroad under section 416 of the Agricultural Act of 1949, as amended. 
The following shows the amounts distributed under this authority. 


SurPLUS Foops DISTRIBUTED IN FOREIGN COUNTRIES PURSUANT TO SECTION 416, 
AGRICULTURAL ACT OF 1949, AS AMENDED 


Donations under section 416, through U.S. voluntary agencies in which church 
organizations play an important part, are made only after all requests of eligible 
recipients in this country have been met. They are in addition to the commodi- 
ties made available to foreign countries under authority of title II of Public 
Law 480. The record of these surplus food donations follows: 


Fiscal year Quantity | Cost 
} 


Pounds 





| 
DOG. | <5 t pemensahe bade foi se let is coins sas ca siemens Wa aes -| 24, 132, 000 $4, 260, 000 
1954... pacialaghbsaaien baie atk | 183, 938, 000 69, 616, 000 
1955... 531, 985, 000 197, 195, 000 
0 aS eer is bck wnlieadaamtiis tae 1, 220, 490, 000 302, 488, 000 
1957... ; = nhaaebe shes ai | 1, 728, 800, 000 25% 9, 000 
1958... - ; a ‘ sariamadiiiias eameate | 1,973, 000, 000 , 500, 000 
1959... : Keele oe icc de sissies 1, 867, 200, 000 209, 800, 000 


Total_- bi dicqunianiiiias- + pesticide alin ddoln seakmonces eh act seeceoaey 7, 529, 545, 000 1, 309, 578, 000 


WHEAT UTILIZATION COMMITTEE 


Mr. Horan. Who—one of the difficulties we have in foreign sales 
particularly when we meet competition is the ill will we get from 
competitive nations. 

When we sell wheat, and of course that is important to me, why we 
quite often antagonize Canada. And I suppose the same thing is true 
in selling cotton or tobacco. You are doing something in that field 
now, trying to coordinate your work in addition to the international 
Wheat agreement ¢ 

Secretary Benson. Congressman Horan, we are not only doing 
something, we have done something, and I think it is very effective. 
We have set up through our sponsorship a wheat utilization commit- 
tee on which the five wheat exporting countries are represented. 

Mr. Horan. Which five are they, Canada, United States, and 
Argentina ¢ 

Secretary Benson. Canada, the United States, Argentina, France, 
and Australia. ‘That committee has a commission abroad now, a 
marketing commission, studying for a 6 weeks’ Pa possible new 
outlets for wheat in the Near East, the Middle East, and the Far 
East. The five countries are working very closely together. Our rela- 
tionship, I think, with Canada on the wheat program has never been 
as favorable as it isat the present time. We are very much encouraged 
and working very closely with the other exporting countries, which 
we think is going to result in an overall increase in wheat markets, 
both dollar markets as well as under 480. 

Mr. Horan. I am happy to hear that. I had occasion to attend 
the International Wheat Agreement meetings in London in 1950, made 
possible by President Truman and Secretary of Agriculture Brannan. 
[ enjoyed it very much, and I got to meet a great number of the 
members of the countries represented there, and enjoyed it very much 

53155—60—pt. 3 —17 
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and I am glad to see that we are getting together on this program, 
because I believe that that in itself will help. us to move more wheat 
than in cutthroat competition. 

Secretary Benson. The food for peace program has been operating 
since the 480 legislation was passed in 1954. 

Mr. Horan. We had some discussion on this problem when Mr. 
Miller had the Foreign Agriculture Service up here. 

Secretary Benson. Yes. 

Mr. Horan. So it is already on the record. Now you are going to 
do work of this same nature informally with other commodities are 
you not ¢ 

Mr. Miuuer. Yes, we generally discuss mutual problems with these 
other exporting countries and on dairy products in particular. 

We confer with other countries on dairy products, cotton, and 
wheat. 

Secretary Benson. Wherever there is a need, Congressman Horan, 
we are consulting with other countries. 

Mr. Horan. I know at one time there was a movement in that 
direction with tobacco, but I thought that also was good. That has 
been § or 10 years ago. I believe Iam right on that. Have you had 
any activity in that field with cotton ? 

Mr. McLarn. Yes, we have an intergovernmental cotton committee 
that meets regularly, and there is one body of exporters and importers, 
and then one body of exporters only. 

Secretary Benson. They had their meeting I think it was last year, 
Marvin, here in Washington, a 2- or 3-day meeting. 

Mr. McLain. Yes. 


HANDLING FACILITIES IN FOREIGN COUNTRIES 


Mr. Horan. You indicated that one difficulty in moving foodstuffs 
abroad was the lack of proper handling facilities in foreign ports? 

Secretary Benson. In some countries that is one of the bottlenecks 
India is a good example. ‘They need the wheat, but there is a limita- 
tion on their port facilities for handling the wheat, and also a limi- 
tation on storage capacity in the country after you get the wheat 
there, both of which projects they are working on, and using in part 
funds generated under the 480 program which are loaned back to 
them for economic dev elopment. 

Mr. Horan. I suppose that is complicated by the various climates 
to which you might ship various commodities in the raw state. 

Secretary Benson. In some areas that is true. 

Mr. Horan. I was in Turkey in 1953 out in the wheat fields near 
Ankara, and the Turks had a bumper crop that year and far beyond 
the capacity of their warehouses. But they dug trenches about a 
foot deep, about 20 feet wide and about 150 feet long and they filled 
it with straw and then they would heap their wheat in there, cover it 
with straw and then with dirt. I was informed by the head of their 
extension service that it works very well. Of course, that is a very 
arid area. The same thing would not apply in Karachi or Bombay 
I suppose. They could put it in tents, couldn’t they? It seems to 
me that some of the waste of things that we have heard about, which 
in this, this committee has dipped into a little, it could have been 
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obviated if whoever is handling this project would use a little im- 
agination. Is there anything that is being done in that direction‘ 
What are you doing to improve the handling facilities in other 
countries 4 

Secretary Benson. Of course, I think Mr. McLain or Mr. Miller 
could answer that more in detail, but as to what kind of storage they 
provide is left largely up to the people in the country who know the 
country best and know their needs the best, and it will vary as be- 
tween countries. You mentioned climate as one factor. There are 
other factors as well. We try to be of help where we can, and as I 
mentioned, we make some of these currencies generated available to 
help build those facilities, in line with what is best adapted in that 
particular country, adopted to their needs. 

Mr. Mitier. Mr. Secretary, might I add a statement there? ICA 
constantly helps in the technical assistance programs in developing 
more suitable storage facilities in foreign countries to store not only 
what commodities that they may get from us under Public Law 480 
and other programs, but also their own production as well. 

Mr. Horan. Who is the boss, you or ICA, when their activity in- 
volves cooperation with you in the movement of foodstuffs to foreign 
countries ¢ 

Secretary Benson. In the movement of foodstuffs primarily we are 
you might say the boss; we have the prime responsibility. 

In the technical aspects of developing new and better storage fa- 
cilities in foreign countries, ICA has the responsibility. 

Mr. Horan. I have here heard stories, you see, of waste. And J 
have seen pictures of some waste, not only foodstuffs incidentally. It 
is rather disturbing, and I think certainly they ought to be able to 
correct it. 

Secretary Benson. Mr. Horan, foreign countries have a different 
concept about storing grain from the concepts we have here in the 
United States, also concepts about these unloading and transporta- 
tion facilities. For instance, they like to use their own labor in un- 
loading a vessel. They will pull a 20,000 ton tanker in their load with 
wheat and send a bunch of boys as they call them down below with 
line clothes and buckets, try tripods and still yards and a bunch of 
sacks and they will start sacking up 20,000 tons of wheat and that is 
the way they unload it. They say they like to unload it that way be- 
cause they have a lot of unemployed people, so they can get more 
utilization out of their labor force. 

Some of them are pretty inefficient operations and that limits the 
amount of volume that can be moved into the country through the 
ports available. ; 

Mr. Minter. Mr. Secretary, Mr. Santangelo asked a question a 
noment ago about our statement on page 7 where we said: 

We are submitting proposals which will make possible the establishment of 
reserve stocks of wheat abroad to be available in event of crop failure. 

_This does not mean stocks of feed abroad, title to remain in the CCC. 
Title will pass when this reserve of stocks moves out of this country. 
rhe Commodity Credit Corporation has no idea of establishing na- 


tional food reserves in other countries and retaining the title to those 
reserves, 








PUBLIC LAW 480 PROGRAM 


Mr. Wurrren. Will the gentleman yield to me at that pomt? | 
would just like to say this. This frightens me greatly. You know 
this Public Law 480, I went along with it with some misgiving because 
first I was afraid that it would replace normal marketing. I think 
perhaps it has in spite of efforts. But the major thing that bothers 
me is that we use that thing to the point that now we are getting proud 
of giving all this wheat and these commodities away. We = brag- 
ging there are reports here today that we have gotten rid of $15 billion 
worth of American commodities by this means. Well, now, this com- 
mittee is having to sign checks and get appropriations through. 

Mr. Horan. I wanted to ask to whom that was charged. 

Mr. Wuirren. Now if in addition we are giving them a supply, and 
are going over to these countries and building them a warehouse and 
giving them extra supplies, I think Public Law 480 has degenerated 
into a means of sweeping our problem under the rug. Mr. Secretary, 
Congress has been with you. I am not saying this personally. But 
I say as long as we use that as a means of just kind of getting our 
old production out of sight, it postpones the day when we try to deal 
with this overproduction, which is essential if we are ever going to 
bring this thing into balance. 

I have sat here today and thought through the statements that I put 
in earlier, quoting. your figures. The American farmer has increased 
his production 25 pere ent in less than 10 years. His farm costs have 
gone up about 25 percent. Our surplus is about 25 percent. 

We are sweeping this stuff under the rug, getting it out of sight, 
building warehouses to ship it somewhere else so we can’t see it. If 
we could arrange it so that that farmer could cut his ee 
back 25 percent, and save 25 percent in extra costs that he is incurring 
then it strikes me that we would be working it out. But I just want 
to raise some serious questions about getting ourselves committed to 
Public Law 480 as being any answer to our domestic overproduction 
problem. Getting rid of surpluses is a terrible thing, in that our 
problem doesn’t come from surpluses. That is the evidence of it. 
Our problem comes from a system whereby the stuff is being produced 
at. an expense to the Government, and at equally as much expense to 
the farmer. 

Secretary Benson. Mr. Chairman, I certainly agree with much of 
what you have said. That is the reason we have urged that 480 
be considered an emergency program and not extended for an indefi- 
nite period of the years. We had to have some kind of a tool to 
move these stocks out of Government storage. Otherwise we would 
have over $15 billion more than we have now. Had we got the legis- 
lation we needed to remove these high wartime incentives at the end 
of the war, we wouldn’t have had the need for Public Law 480. 

Mr. Wiurrren. Mr. Secretary, I said I wouldn’t argue the same 
old things with you. If we had held the prices up and held produc- 
tion in line, there wouldn’t have been any problem. I think the 
record here today shows that, every time you reduce the price, the 
farmer makes up in units what he lost in price; but that is an old argu- 
ment. 

You and I are not. going to resolve this 480 thing, as long as we 
continue the cause of overproduction. It is just like dipping the 
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water out of the well. Every dipper you take out it fills back in, 
except in this case I think every time we dip a dipper out two dippers 
come back in. I think the record for this hearing shows it. 

Mr. Horan. If we can get back to this, doesn’t the record show al- 
ready, hasn’t it been testified that the sales for dollars is on the 
increase ¢ 

Secretary Benson. Yes, it does; 70 percent as I recall of our total 
movement has been for dollars. 

Mr. Horan. I remember very well hearing the delegate from India 
rise in the Church House in London and say that he had: starving te 
at home, that he simply couldn’t pay for the wheat, and I know it wa 
a serious matter of all those who were there. Of course, shortly after 
that we did send wheat to Pakistan, and I think some to India. 

Secretary Benson. That’s right. 


TRANSIENT FARM LABOR 


Mr. Horan. Now if I may bring up another subject. The Subcom- 
mittee on Labor Appropriations held a heari ing out in California last 
week on the Mexican labor problem, is that right ! 

Secretary Benson. Yes. 

Mr. Horan. What are you going to, what are you doing in that 
field ? 

Secretary Benson. You mean on pending labor legislation ? 

Mr. Horan. Well, in the whole field of knee labor, s stoop labor from 
the Caribbean and Mexico. 

Secretary Benson. We are watching it very carefully to be sure 
the farmer has the labor he needs and is not required to pay rates 
that are going to greatly increase his costs. This is no time to increase 
the farmers’ costs. 

Mr. Horan. I think one of the problems that is involved and of 
course it doesn’t affect my area because we have the reputation of 
treating Mexican labor very well, but complaints have come particu- 
larly from Medford, Oreg. I saw some of them from down there 
that a proposal by the Departmentof Labor to charge transportation 
from the native habitat of any given laborer including American na- 
tionals would be charged to whoever employed them in some other 
part of the United States, and that after he had completed his sea- 
sonal work, that he was then to be paid transportation back. The 
complaints were made that in a great prahan of instances some of this 
labor only worked 1 day. I wondered what the Departmentof Agri- 
culture was doing in that field. It is quite vital to a lot of our farmers 
and ranchers and orchardists who have to hire considerable seasonable 
labor. 

Secretary Benson. We have people that follow it very closely, Con- 
gressman Horan, to be sure that the farmer gets a square break on the 
thing and is not overcharged for the labor he has to have to harvest 
or otherwise handle his crop. 

Mr. Horan. I talked to one of my colleagues who is very close to 
this, and who is very anxious to have a uniform law affecting tran- 
sient labor, and he readily agreed that something ought to be done 
to make sure that the rural employer was not abused in this thing. 

I just wondered if you were watching it ? 
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Secretary Benson. We follow it closely. 

Mr. Horan. What are you going to do to make sure that he isn’t 
taken advantage of ? 

Secretary BEN son. Of course, you know there is legislation pending 
in the Congress in this area 

Mr. Horan. I am aware of that. 

Secretary Benson. We are watching that and have had consulta- 
tions with some of the Members of the Congress. The farm organiza- 
tions are working closely with us and they are watching it also as they 
should do. 

Mr. Horan. I just bring it up because it is a source of irritation, 

Secretary Benson. Yes. 

Mr. Horan. Mr. Marshall asked you to give us an outline of what 
you are doing in food and drug. We have had considerable discus- 
sion already in our hearings regarding this. 

I am inclined to believe that this is a Cabinet matter actually. I 
don’t think we will have too much trouble in getting cooperation if 
it is properly designated and required between the Department’s 
shop and John Harvey or Commissioner Larrick’s shop and the 
Public Health Service. Certainly we have the three ingredients to 
assure that the public is protected against adulterated foods of any 
sort. 

Secretary Benson. As you know the President has set up a commit- 
tee ata very high level. 

Mr. Horan. Lamawareofthat. Is that functioning now? 

Secretary Benson. Yes, it is. 

Mr. Horan. It was set up about a month ago. 

Secret: iry Benson. Yes, a little less than a month ago. 

Mr. Horan. Who represents agriculture on that ? 

Secretary Benson. He picked from outside of government entirely 
as I understand it. 

Mr. Horan. When we were holding our special committee hear- 
ings the National Grange suggested that sort of an approach, to set 
up a permanent commission I believe, to handle those things, and 
perhaps their advice should have been followed. 


WATERSHED MANAGEMENT 


We did not include that in the Miller bill when that was finally 
passed. I was a member of that special committee and am very much 
interested in it and I will be anxious to see what you supply for Mr. 
Marshall’s request. We are having a lot of discussion now about the 
creation of new parks and primitive areas and wilderness areas in 
our watersheds. I think it has been healthy because to me at least 
it has pointed up the need for w atershed management so that we can 
get the maximum or multiple use out of it, including water supplies 
for our municipalities and for communities. 

What are you doing in that field ? 

Secretary Brnson. “Do you want to comment on that ? 

Mr. Pererson. In forestry research, we are doing a lot of research 
work on cover manipulation, and watershed management to deter- 
mine the hydrological effect, that is the rate of runoff, the quantity of 
runoff, the effects of runoff. We are doing research through ARS 
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in evaporation and evapotransportation rates and upon agricultural 
practices as to how to reduce the water losses when the water is taken 
out of the reservoir through the distribution system and put into 
the laterals in the fields where were the irrigation is done. 

So far as the watersheds are concerned, where we can we are taking 
the results of research in our cutting pattern and adjusting our cutting 
pattern. 

Mr. Horan. Now where does the Outdoor Recreation Resources 
Review Commission—what is the composition of that outfit ? 

Mr. Prererson. With respect to the legislative charge to the Com- 
mission, the Commission is responsible ‘for rev iewing the trends in 
outdoor recreation, the use made of the outdoors, whether it is made 
upon public lands or private lands, the facilities available to respond 
to that use, and the Commission is charged with making a report to 
the Congress, I believe it is in 1961. That Commission itself has no 
responsibility as I understand it for the initial question you raised 
of watershed management, the impact of use, whether it be recreation 
or other kinds of use upon water supply and the need for the public 
for the physical values that come off of these watersheds. 

Mr. Horan. Is there any danger of that group recommending sin- 
gle use for watersheds ¢ 

Mr. Pererson. That would require a judgment answer on my part. 
Ican only say that there is a great deal of pressure throughout the 
country to devote large areas of land to single usages. 

Mr. Horan. Which I think is a mistake, and I believe I am joined 
by other members of this subcommittee. We are rather concerned 
about some of the directions that certain movements are moving in. 

Secretary Benson. We share your concern. 

Mr. Horan. Against that we have groups like the Magama Club in 
Portland, Oreg., that seem to be well balanced in their approach to 
watersheds, and it pleases me. It is encouraging to see a group that 
recognizes the multiple use and a managed ws atershed in the end would 
be the salvation of our watershed. 

Mr, Pererson. We are pretty well convinced from our experience 
in land management that all of these values, including recreation, can 
be obtained off the same watershed at the same time. It has only been 
within recent years that there has been a widening of public under- 
standing of and interests in the multiple use of the watershed. In 
the West, for example, there are about 3,000 cities and towns dependent 
for either all or a part of their water supply on the national forests, 
and what we do on those forests, and the use to which they are devoted 
will have a very great impact not only on the present sy stem, cities, and 
towns that are depending in whole or in part but upon additional 
cities and towns as our requirements for water continue to grow, and 
they are growing very rapidly. 

Mr. Horan. I just want the Department of Agriculture to take 
their full place in any discussion of this sort. I attended some of 
the hearings held out in the State of Washington last fall, and I was 
rather proud of the way they were conducted by the Forest Service 
and by the Department of Agriculture. I though that the Forest 
Service performed a real service in bringing out the facts. 

Secretary Benson. It needs to be watched carefully and I think 
we are doing that. 
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TIMBER SALES 


Mr. Horan. We are also getting a pretty good income from timber 
sales. I have timber right now in my district that is crying to be 
harvested or it will fall over and become a pest farm out in the midst 
of some of our good stands of timber, because we are different than 
the coastline, because timber does mature after a certain age, and 
sometimes it gets infested with hammerheads and other beetles and it 
should be harvested. 

It is the easiest way to lick the beetles. 

Secretary Benson. You will notice from my statement this morn- 
ing the tremendous increase in revenue from timber sales. 

For the latest fiscal year for which figures are available the income 
from the national forest system is about $134 million. I should 
observe, as I have to you before, that to harvest the timber that should 
be harvested, to do the things that should be done to provide the water 
from the public lands, national forest lands in this case is going to 
take a further investment of public money. You understand the 
reasons as well as we do why all the funds that could effectively be 
used have not been made available. Looking at the record, we have 
doubled the appropriations. We have doubled the receipts, and I 
would respectfully say that over time, the report we sent to Congress 
a year ago roughly indicates that the expenditures will run up over 
a period of time to several billions of dollars. But when that job is 
done, we will be taking in receipts about 3 times our annual expendi- 
tures. 

Mr. Horan. That is to be encouraged. 

We had quite a discussion when we had Mr. Hansen here of the 
Farmers Home Administration. Are you satisfied that we will be able 
to handle the demands on the Farmers Home Administration with the 
budgeted funds? 

Secretary Benson. That represents our very best judgment. 

Mr. Horan. Mr. Scott. has left? 

Secretary Benson. Yes. 

Mr. Horan. But I suggested to the chairman of this subcommittee 
that when we have Bob Tootel and his farm credit group, that Farm- 
ers Home Administration should sit in and at. least observe while 
they are here. 

Secretary Benson. We could arrange for that. I think that would 
be desirable. I like that suggestion. 

Mr. Horan. It troubles me a little bit. We did go into it as you 
know. We have this Farmers Home Administration for those who 
can’t demand credit elsewhere. And when we run out of funds in 
FHA, why it isa mockery. And so I just hope that you will give that 
complete study and make the record that would seem to be on that 
indicated, because if we don’t need it, why we won’t spend it, we won't 
advance it. If we do need it, why it ought to be there. 

It was astounding to me. Not only are we spending about $481 
million a year for storage of surplus commodities, and not only did 
we have a $675 million supplemental request to repair the damage to 
the Commodity Credit structure, but we find out that the total drain 
on Commodity Credit and other funds, like payments to farmers for 
conservation reserve and that sort of thing, totals within $6 million 


of $4 billion. 
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In my opinion, a great deal of that can be corrected if we can hit 
upon legis: ition that F might be the result of compromise between you 
and the Congress. 

Secretary Benson. I think that the President in his message set up 
some sound economic guidelines. 

Mr. Horan. He said in his message that no constructive action on 
the part of Congress would be vetoed. That is virtually what he said, 
sir. 

Secretary BENson. That is exactly what he said, yes. 

Mr. Horan. The only thing I want to do is to encourage you to 
cooperate. I have made arrangements for my Washington State 
wheatgrowers to confer with Mr. McLain tomorrow. They will con- 
tact your office— and Mr. George Reid who is with the National Asso- 
ciation—and I trust that you will have a constructive discussion. Mr. 
Marshall and Mr. Whitten have made a suggestion that I think should 
be fully explored, and that is the setting up of feed units, leaving the 
composition of that up to you, if that bill becomes law. If a man 
reduces his total production up to 30 percent, he could be paid out of 
Sommodity Credit stocks in kind. I think it ought to be explored be- 

cause we can no longer laugh off a $1 billion drain on the credit of the 
American people. ‘They are not going to stand for it. I should shud- 
der to think what. might h: appen to some of the bills which would do 
away with the farm program if they were brought up for a vote on 
the floor. 

I don’t think they will be, but I imagine they would knock the 
whole —_ program clear out. I think that would create a little 
chaos. I don’t know what your feeling is on that. 

Secretary Benson. I think it would be tragic if that should happen, 
but I think there is a hazard; and that increases the longer we delay 
the kind of corrective legislation that we need. 

The President indicated that we might go one of two or three ways 
on the thing. If we want controls, then they have got to be tight, 
and the higher the incentive, the higher the support, the tighter they 
have got to be on farmers. He indicated his preference to move in 
the direction we moved on farms in the direction of greater freedom 
and the elimination of controls and acreage ¢ allotments. I favor that. 
I think that is the best route. But the other is available within the 
guidelines he set up. It is possible to go that route. 

Mr. Horan. We are in such a mess now that I am inclined to believe 
the biggest wheat county in my district—and it is a big one, Lincoln 
County—it is one of the biggest producing counties in the United 
States—practically every acre is in wheat. When the boys meet there, 
as I mentioned, these boys with a lot of college degrees and even 
doctorates at this meeting—and they know their commission, but they 
ruled out the whole program. 

Secretary Benson. What we have tried to do is cut our farmers 
back in the most efficient areas, and we have stimulated production in 
the other areas. The program is outmoded. It is a failure; that is 
all there is to it; and we have got to recognize it. 

Mr. Horan. Of coure, I supplied Mr. McLain with a copy of the 
bill we have introduced-—I introduced it today, which would give a 
minimum of security to the wheatgrower—but would also remove 
some of the restrictions on about half of his production. 





264 





I do want it fully considered. I can understand the criticisms that 
might be leveled at it, but the only thing I can urge the Department, 
Mr. Secretary, is to please cooperate with anybody that has an idea 
that might help us get out of this mess. 

Secretary Benson. Sometimes I wish we could tabulate the ideas 
we have cooperated on, because we have invited them ourselves, If 
anyone has a suggestion for a solution to the problem or an improve- 
ment of it, we are glad to hear them; and if there are any new ones, 
we will be glad to hear them. 

Mr. Wuirren. I was just going to say that this bill that has gone 
into the record, on which we have : asked a report, represents what Mr. 
Marshal] and I have to offer. It is a combination of ideas as a start 
toward cutting back on production of grain, plus a commission to 
study the overall situation. This is written in about two pages to 
get the idea over. I would hope, in a report from the Department 
to this committee, that you would endorse the principle. We would 
hope that if you don’t go the whole way, you would indicate what 
modifications it would take to fit the best ideas that the Department 
has. It is in that way that we may arrive at some common ground 
on which we can move. 

So your official opinion to the other committee, which after all has 
this problem before it, is, of course, between you and them. But, so 
far as your opinion to us, we would only be interested in your reac- 
tion to the bill as written and what modifications it would take to 
bring it in line with that which you could endorse. 

Secretary Benson. Has the legislative committee set hearings on 
it? 

Mr. Wurrren. No, they are waiting for an opinion from the De- 
partment on this particular bill. They are waiting until you give 
an opinion, 

Mr. Horan. I would like to see the greatest possible cooperation 
between the farm groups and our land grant college economists. If 
we could possibly get them together, I suppose the more you get to- 
gether the more opinions you would have on any one thing. But this 
thing cries to high heaven for solution. 

Secretary Benson. It does indeed. 

Mr. Horan. And I would like to see every effort made to reach an 
agreement so that we can take action. This should be—this sub- 
committee is vitally interested in this because we have this supple- 
mental request for $675 million thrown right back in our laps, and 
we are concerned about this $4 billion charge against the credit of 
the American people. We think the time is here when something will 
have to be done. I want to thank all of you for the courtesies you 
have shown to my constituents through their representative. 

I am ready to come to a compromise on any level or at any point if 
it seems to be constructive, and that is what the President asked for. 

I think that is true of every member of this subcommittee, because 
we are concerned, and all we can do is to urge you to do everything 
you can in the direction of getting some action that will at least dispel 
part of this terrible fiscal situation we find ourselves in. 

Secretary Benson. You can certainly count on our cooperation, 
Congressman. 

Mr. Horan. Thank you, Mr. Chairman. 
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Mr. Wuirren. The committee will stand in recess until 10 o’clock 
in the morning. 





Marcu 10, 1960. 


Mr. Wurirren. The committee will come to order. Mr. Andersen. 
Mr. Anpersen. Mr. Secretary, since this is very likely your last 
oficial appearance before our subcommittee, a recapitulation, so to 
speak, of recent agricultural history may be in order. You have been 
Secretary of Agriculture for 7 years. I have been in Congress three 
times as long. 
FARM ECONOMICS DURING LAST 7 YEARS 


As one of your most severe critics in the Congress throughout your 
dificult years as Secretary of Agriculture, I have had much to say 
about our basic disagreement on the economic question of the price 
level on agricultural commodities. Today might be a good time for 
me to pay you some well-earned compliments relative to certain 
aspects of your job which I believe you have done exceedingly well. 
I often tell people in my district who condemn me for some partic- 
wlar vote with which they disagreed that no two people on earth think 
alike and if we look at the whole record of a man we often find as 
much or more to commend that we find to condemn. 

You will recall that our disagreement on es price support issue 
dates back to the first hour of your first appearance before this sub- 
committee on February 25, 1953. In your slenemel statement that 
day—and it can be found on page 3 of the hearings—you expressed 
concern regarding declining farm income. You pointed out an eco- 
nomic fact often forgotten today when you said: “This decline has 
now been underway irregularly for 2 years, dropping about 16 per- 
cent during that time.” The slide started in mid-1951 and was well on 
its way W hen you took office. 

On page 10 of those same hearings, I began the questioning of you 
in my capacity as chairman of the subcommittee and it may be in- 
teresting to look back those 7 years and read my first official statement 
to you in your capacity as Secretary of Agriculture. I said: “The 
farmer, as you know, Mr. Secret: ry, must have parity if he is to con- 
tinue to do the great job ahead of him. Farmers are interested— 
and very much so—in your viewpoint today. ‘To me the first neces- 
sity for a prosperous agriculture 1s confidence in what lies ahead as to 
a fair price return for the products farmers produce.” Those words, 
Mr. Secretary, are just as significant to me today as they were 7 years 
ago and the events of those 7 years have justified my concern. 

Mr. Secretary, I have repeated those words of mine because they 
were unfortunately prophetic and the issue has not only failed of 
resolution but it is a burning question before the Congress and the 
American people today as it has been every day during the last 7 years. 

Since you are in your final year in office and will not have the 
responsibility for shaping agricultural policy beyond this year, no 
useful purpose could be served by a further rehashing of the basic 
disagreement between you and most of the members of this sub- 
committee on the economic questions of such vital importance to farm 
people. In preparation for this meeting with you today I have gone 
back over the record of our discussions in the last 7 years and find 
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that record fully and consistently documents our fundamental dis- 
agreement on the level of price supports, the only difference being 
that in your first appearance we on the subcommittee stated view- 
points which we have steadfastly defended through the years and 
your understandably vague expressions of policy in that hearing have 
been crystallized by subsequent exchanges. In my judgment, one of 
the tragedies of our times has been the complete failure on our part 
to orient your thinking in even the slightest degree in the direction of 
our convictions. Had you met us halfway, today agriculture would 
not be in the depressed state it is. 

As I said a few moments ago, it is not my purpose to belabor the 
record today on the economic questions because the record is already 
written and it is quite complete. Iam as firm in my beliefs today as 
I was 7 years ago, and you seem to be even firmer in yours. Sadly 
enough, Mr. Secretary, the economic facts your associ: ates have laid 
before us year after year have neither sust: ained your judgment nor 
have they in any major sense proven the soundness of your course. 

I know of little else to which you can point with pride in the 
economics of agriculture, so I shall now compliment you where I can 
on your accomplishments in your other areas of responsibility. 


OUTSTANDING RESEARCH ACCOMPLISHMENTS 


You and your staff, with the full support of our subcommittee, 
have done an outstanding job in the field of agricultural research. 
As I recall, your first budget estimate called for about $80 million 
and research had been at that general level over a period of time. 
Under your administration increased emphasis has been given to re- 
search, a truly commendable job has been done both in the Depart- 
ment and in the cooperating State agencies, and you have placed be- 
fore us a budget estimate of $144 million for next fiscal year. Our 
research developments during your term in office will, I am sure, 
benefit agriculture and our whole Nation for many years to come. 
You can look with pride, as I do, to these accomplishments. 

Research is a vital element of our agricultural programs, but it has 
little value if the results are not properly utilized. Again, I com- 
pliment you and your administration upon the manner in which you 
have expanded and strengthened the educational arm of the Depart- 
ment—the cooperative Extension Service. Your first budget. esti- 
mate for Extension amounted to about $27 million. Today, we have 
before us a $64 million figure and, in my judgment, this is one of the 
wisest expenditures we make of the agricultural budget dollar. At 
the urging of this subcommittee and with your cooperation we have 
not only brought Extension into its own, so to speak, but we have 
also raised the sal: ary level for those dedicated public servants who 
make up Extension to a standard comparable with employees of 
other governmental agencies. 

Marketing research has also been emphasized and implemented for 
the good of. agriculture as well as the consuming public. Although 
the regrouping of your activities does not permit a direct comparison 
between all of these research items, it should be noted that a budget 
estimate of $5.5 million for the implementation of the Agricultural 
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Marketing Act in fiscal 1954 has been expended to a current request 
for $43 million under the heading of “Marketing Research and Serv- 
ice. ” We have made great strides in utilization research and your 
scientists have encour aged us again this year by their reports not only 
of significant new deevlopments but also of bright prospects for 
scientific breakthroughs in their efforts to find new outlets for our 
agricultural abundance. ‘These are strides forward of which you and 
those associated with you can be truly proud. 


ACCOMPLISHMENTS IN CONSERVATION AND SERVICE PROGRAMS 


The conservation of our priceless soil and water resources has shown 
like progress. Here, as in basic research, we are not only doing some- 
thing worthwhile for ourselves but we are looking ahead to future 
generations and trying to give them something in the w ay of an inheri- 
tance. Seven years ago we had before us your request for $60 million 
for the Soil Conservation Service. Although this subcommittee has 
had the good judgment to make some modest increases in your subse- 
quent budget estimates, I commend you for the growth of this vital 
service to the point you have laid before us this year an estimate of 
more than $135 million for SCS, watershed, and related programs. 
These are capital investments in irrepl: wceable natural resources which 
will prove of increasing value not only to farmers today but to gen- 
erations to come. 

I could call the roll of all the other essential agricultural programs 
such as the REA and RTA programs, Farmers Home Administration, 
Federal Crop Insurance, Farmer Cooperative Service, Foreign Agri- 
cultural Service, and so forth, and in each instance the record would 
more than justify any compliment I could pay to the administration of 
these particular activities. It is true that we have had occasion dis- 
agreements as to means or methods, but the total picture has been 
very good and no honest man can successfully attack the record that 
has been written. 

You, Mr. Secretary, and the dedicated men and women who make 
up the staff of our great Department of Agriculture together with 
State and local people joined in your work can be justifiably proud, 
outside of the economic side of agriculture, of the job that has been 
done in the last 7 years. I hope I speak for every member of this 
subcommittee when I compliment all of those who make up our agri- 
culture establishment—from the crop reporter out on the farm and 
the community committeeman in his township all the way up to your 
high oflice. With few notable exceptions the teamwork has been 
excellent and every man has earned his medal. 

Having paid you what I believe to be those deserved compliments, 
Mr. Secretary, I would like to return briefly to that first question I 
asked you upon your first appearance be fore us—and that has to do 
with the burning issue of the low y. ‘ce level of our agricultural com- 
modities. I have no illusions that 1 will enjoy any more success today 
than I did 7 years ago or in the years between, but before you close 
the book upon the pages of farm history you have helped write I feel 
constrained to try to complete the record. 
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SEVEN-YEAR HISTORY OF FARM INCOME 


Economically speaking, these 7 years of farm history could hardly 
have been worse. We have seen a continually falling net income for 
agriculture, while other segments of our economy have prospered. The 
consumers of our Nation, in spite of the all-time lowest cost to them 
of the food they eat, are antagonistic to any price support program, 
Farm people, in my area at least, have more reason for despondency 
and less reason for optimism than at any time in the last 20 years, 
My main street businessmen are in the economic slump with the 
farmer and they share fully my desire for a solution. 

To sum it all up, Mr. Secretary, let me refer to the policy position 
you have taken on corn. I use this as an illustration because I feel i 
is in my field of greatest competence and, from your standpoint, it is 
illustrative of your entire philosophy. 

In August of 1958, the Congress of the United States enacted a farm 
bill much to your liking and which, in my judgment, put our price 
support program on its deathbed. I fought that measure as did many 
outstanding farm leaders from the Midwest. I shall never forget the 
manner in which men like the distinguished chairman of the Commit- 
tee on Appropriations, Mr. Clarence Cannon, stood with me in our 
dwindling ranks in the face of the combined leadership in the House of 
Representatives. If you will refer to pages 14711 and 14712 of the 
Congressional Record for August 4, 1958, you will find the insistent 
demands of Speaker Rayburn, Minority L eader Martin, and the rank- 
ing members of the Committee on Agriculture that this bill be passed. 
I cite this record to show that you were not alone in your stand. On 
page 16063 of the Congressional Record of August 14, 1958, when the 
measure was before us for final passage, eee Joe Martin 
said: “Mr. Speaker, this bill is approved by the administration, Secre- 
tary Benson and Speaker Rayburn.” And the bill was passed to 
throw corn production wide open and further reduce the level of price 

supports. 

I led the fight against that bill because I felt it would do irreparable 
harm to the economy of the Midwest. In the debate I described it 
as follows: “There is no real, long-term help here whatsoever rela- 
tive to the corn and feed grains. We are putting our stamp of ap- 
proval on 65 percent of parity and unlimited production—a danger- 
“ys combination.” I sounded a warning then that time verifies when 

said: “At the same time, you are depleting the soil of America by 
ae ing corn and feed grains that we do not need and threatening 
the stability of all our livestock markets.” 

Now, Mr. Secretary, you are one of the few remaining advocates of 
that measure who today insists it is good legislation. You have said 
repeatedly—and as rec ently as your testimony before the Committee 
on Agriculture the other week—that you consider this a step in the 

right direction and that we have a good corn program. You have 

pointed to this program with questionable pride and have made it a 
pattern for your recommendations insofar as wheat and other dis- 
tressed commodities are concerned. 

The statistics of your Department establish the fact that we have 
new records of corn production, livestock markets are in jeopardy, 
corn surpluses are piling up along with other feed grains at alarming 
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rates and unconscionable handling costs, and the economy of the 
great corn producing areas of the Midwest are approaching the dis- 
aster level. These are the statistics of the tragic course of corn 
legislation and corn programs. Cheap feed means eventually cheap 
livestock. I said that 7 years ago. I repeat it here today. 

It is you who laid the groundwork for this situation now before 
us; it is you who have said from that day to this that we now have a 
good corn program; and it is you who have urged the imposition of 
a similar program upon the wheatgrower. Before you close this 
book, I ask you in all fairness to tell us what kind of reasoning leads 
you to believe—and, even worse, to insist—that this type of program 
is good for American agriculture. The hour is late for the men and 
women who till our soil and tend our livestoc k, and if we are to help 
them recover from the blows that have been dealt their pocketbooks 
we should know what has motivated this disastrous course of events. 

Now, Mr. Secretary, I intend to give you all the time you wish te 
answer what I have had to say. Before you proceed, Mr. Secretary, 
I want to say this—I am proud because there is not a single spot in 
your administration of 7 years where anyone can point to scandal. I 
want to commend you on that. 

Secretary Benson. Thank you very much, Mr. Andersen. 

Mr. AnpersEN. You may proceed, Mr. Secretary, and say whatever 
you wish in response to that one question, that 1s, what motivates your 
line of thinking in insisting on the corn program and similar programs, 
unlimited production together with disaster level price supports / 

Secretary Benson. Mr. Andersen, I have no particular desire to be 
back next year. I assume you do have a desire to be back next year 
and I hope you are suc ‘cessful if that is your desire. 

I realize the great service you have rendered to agriculture through 
your many years on this committee. I think we both are equally 
sincere in our desire to be of the greatest possible service to the people 
with whom we have lived and served and worked as farmers and 
farm leaders through the years. 

Mr. Anpersen. I have never questioned your sincerity. I think 
you are as sincere as any man sitting across the table from you. J 
respect your integrity though I disagree with your judgment on some 
essential points. 

Secretary Benson. Thank you very much. 

As a farmer, and having worked with farmers all my life, I have 
had their interest at heart always. My statement that T made yester- 
day for the record still represents my very best judgment and views 
on this whole question of agriculture. 

Stated very simply—and I have no desire to review the history of 
the past 7 years—you have reviewed it and interpreted it in your own 
way——— 

Mr. Anprrsen. Let me say that I have complimented you on most 
of your service. It is only on this one point of basic disagreement 
that we differ so fundament: ally and absolutely. The only. point 1 
question is the big economic issue before us affecting all of rural 
America. 














270 


Secretary Benson. Let me state very frankly and very simply this: 
First of all, I have const: antly had in mind doing what I felt was best 
for the long-time interests of our farmers and what is fair to all ow 
people. I think the economics of the farm problem are not very 
difficult. I think you might call it the politics of the problem, the 
controversy of the problem is the thing that is baffling. I am con- 
vinced today, as I was 7 years ago, that what our farmers want and 
need is less Government in the farming business and less controversy 
in polities in agriculture. 

mentioned that about four-fifths of our agriculture is free of con- 
trols. They are not doing as well as we would like to see them, but 
the great livestock industry generally I think is doing quite well. This 
year we will have the best year in dairying. Hog prices have been 
holding good now for about 2 of the last 3 years. We are very pleased 
with the improvement that has taken place in recent months, and the 
outlook for later this year is encouraging. And so livestock, dairying, 
poultry, vegetables, fruits—the great majority of our agricultural 
industry is free of Government controls, and most of it free of any 
price supports. Four-fifths of our agriculture is free of controls and 
doing fairly well. It has its ups and downs. It has difficult times 
as any segment of our agriculture may have that depends upon 
markets. 

It is in the areas where the Government has been most. solicitous 
and has interfered the most that we have our greatest difficulties. 
Futile attempts by Government to control production and fix prices 
at artificial levels I firmly believe is the cause. You may challenge 
that. You may not think that is the reason, but as I see it, that is the 
reason. 

Mr. Anpersen. I take your viewpoint to be just as sincere as mine 
and I simply ask you this question: You did state the day following 
the enactment of that particular corn law, did you not, in August 
1958, that it was good legislation ? 

Mr. Benson. Yes. I still feel that way, and I would lke to come 
to that in a moment. 

Mr. Anprersen. That is the question I ask you. I would like to bore 
into your mind and see what line of reasoning justifies that expression. 


ADMINISTERED PRICES AND PRODUCTION 


Secretary Benson. I would like to say just a word about this whole 
concept of attempts to fix prices and control production which I think 
has been largely a failure. It was devised during the depression and 
revised during the war. Today we have neither depression nor war, 
and I think it does not fit. But we do have a very rapidly changing 
agriculture which is undergoing an irreversible technological revolt 
tion. SoI feel that the old basic crop legislation still on the books, in 
large measure, is outmoded and in large measure fails of its objectives. 
It has placed, I feel, bureaucratic controls on farmers; it has tended 
to destroy markets, pile up surpluses and impose heavy burdens upon 
the taxpayers. And farmers are heavy taxpayers as you know. It 


does not fit the needs of the small farmer, and that is 56 percent of our 


farm population. 
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And so I say again, I think the economics of the farm problem are 
not very complicated. We need less Government in farming. We 
need to quit trying to fix prices unrealistically from which flow the 
twin evils—and they are serious—of production for Government 
warehouses and control of farmers. 

I think we need to emphasize markets, increased efficiency, and 
competitive selling and eliminate Government’s interference. 

Now with respect to the corn program 





THE CORN PROGRAM 


Mr. Anpersen. With reference to that, will you answer this ques- 
tion, and I am speaking as a farmer now: When you took office in 
January 1953, that same month I sold corn on my farm for $1.49 per 
bushel. I think the average, according to a table I inserted in the 
hearings at that particular month, to the farmers of the Nation for 
corn In 1952 was $1.49 a bushel. 

Secretary Benson. Yes. And during that same period part of the 

narket, of course, went into Government warehouses. We were ac- 
cas ating great quantities in Government warehouses which has the 
effect, temporarily, of strengthening the market, but eventually that 
corn must be disposed of. 

Mr. AnprersSEN. Nevertheless, I still get back to the premise that at 
that particular time I did get $1.49 a bushel for the corn I sold. 

Secretary Benson. That is true. 

Mr. Anprersen. Due to the income from my farm in 1952 I paid a 
fairly good income t aX the following year. Last year, Mr. Secretary, 
[ showed a profit of $4.39 on that 369 acres of land on my income tax 
report. And, of course, I received two-fifths of the Ne and my 
tenant, received three-fifths. Net profit, mind you, of $4.39, 

I am just telling you this to show how farm income in that area 
of Minnesota has dwindled from 1953. I may say it started to dwindle 
in 1947 from the peak, and justifiably so because of the war, but it 
really started to dwindle, as I said earlier, in mid-1951. It dropped 
below its peak before you took office. I want to be fair with you. 

Let me say this further, and you can answer this as you go along 
my district produces 55 million bushels of corn on the average a year. 
Getting back to that $1.49 figure, my farmers this year of course have 
had the $1 figure provided they had good corn, but let us say 98 cents, 
the sealing figure. Let us say that 50 million bushels of corn has had 
50 cents a bushel chopped off its gross value. That means in my 
district alone $27,500,000 that did not go into the business establish- 
ments in my counties because of the depreci iation of the price of corn 
from approximately $1.50 to $1. That is why today I had a letter 
from a friend of mine in a supposedly growing city saying there are 
at least six good, new buildings vacant, and the three neighbori ing little 
country towns are simply drying up. 

I would not feel that I was representing my district unless I did as I 
have done all through these hearings—point out that the economy of 
my corn district is in distress today. And that is why I go into the 
corn subject. 

You may proceed without any further interruption. 

53155—60—pt. 318 
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Secretary Benson. The corn program, as you know, had become 
rather unpopular with farmers themselves before the legislation was 
passed in 1958. As I recall—and I am depending upon my memory— 
in 1957 there was about 14 percent of the cornland of farmers partici- 
pating; in 1958 there were about 12 percent participating. 

Mr. Anpersen. But why? Because Congress had kept the basic 
amount of acreage in America down to the figure of 38 million acres, 
and you remember the difference in view point on the House floor in 
the following year when we tried to raise that to 52 million acres by 

the Andresen amendment. Unfortunately it did not carry. I would 
like for you to go into that. A farmer had no choice in 1958 in that 
referendum. He either had the choice of saying he was pleased with 
a very small allocation of acreage—which gave me aye sonally as a 
farmer in Lincoln County, Minn., 68 acres of corn on 369 acres of land, 
and I simply could not operate with that—or vote for wide-open 
production, Mr. Secretary. We had no legitimate choice. Had we 
had a 55-million-acre base in there you would have seen the voting go 
the other w ay. 

IT am disappointe d in the fact you did not use your great influence 
in the Congress in 1958 by urging that an amendment ‘of that nature 
be carried and attached to the bill. Had you done so I think you would 
have done a good service for agriculture. 

Secretary “Benson. I would have urged it had I thought it would 
have been a good thing for the corn farmers. We have here a table 
showing the allotted acreage in the commercial corn areas; acreage 
planted and the acreage harvested all the way through from 1938 
to 1959 which is very revealing. 

Mr. Awnpersen. Was the figure I quoted of a little better than 37 
million acres the base the farmers had a choice on? Was that ap- 
proximat e tely correct ? 

Secretary Benson. In 1957 it was 37,289,000 acres. 

Mr. Anpersen. That is correct. 

Secretary Benson, Of course this acreage allotment, the allotment 
to quotas, was determined under the old formula in the basic legisla- 
tion. It was intended by the Congress, as I understand it, when that 
legislation passed that that formula would tend to keep supply and 
demand in balance and keep surpluses from piling up in Government 
warehouses. Of course we have had a tendency to pass the legisla- 
tion and the formula; then to pass subsequent legislation which nulli- 
ed the operation of the formula by writing in a minimum acreage. 

o it was the formula that was operating which brought the acreage 
ee as low as it went. We had to take into consideration stocks on 
hand, the total visible supply, and the anticipated production in set- 
ting those allotments. The Congress gave us the guidelines as you 
know. 

Mr. Anpersen. But it was your decision to support all noncompli- 
ance corn. Did you make any effort with your great influence in 
Congress and the administration to get that for mula changed ? 

Secretary Benson. Yes we did. 

Mr. Anpersen. No one from your office was ever in my office. 

Mr. Wurrren. Could we have any recommendations made to the 
Congress inserted at this point in the record ? 
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(The recommendations requested follow :) 


EXCERPTS FROM THE STATEMENT OF SECRETARY OF AGRICULTURE EzRA TAFT BENSON 
BEFORE THE SENATE COMMITTEE ON AGRICULTURE AND FORESTRY (JANUARY 17, 
1958), PAGE 11 

“3 Acreage allotments for corn should be eliminated 
“It is proposed that acreage allotments beginning with the 1959 crop be elimi- 

nated. Acreage allotments have not been effective in reducing corn acreage and 

production. As a result, the carryover of corn as of October 1, 1957, is at a 

record high in excess of 114 billion bushels. 

“During the last 20 years the commercial corn area spread from 566 counties 
in 12 States to 932 counties in 26 States. The legal requirements have forced 
a steady expansion in the extent of controls to which farmers are being 
subjected. 

“Only 14 percent of the 1957 production in the commercial corn area was 
eligible for price support because relatively few farmers complied with allot- 

ents. 

Ps “Removing corn allotments will be a forward step in the direction of more 

freedom for farmers. Price supports would be provided at a level between 60 

and 90 percent of parity for corn using the eight guidelines now provided in 

the Agricultural Act of 1949 for the nonmandatory nonbasic commodities.” 

Mr. McLain. There is another point that is very pertinent here and 
I know you know about it but I think it ought to be in the record. 

Mr. ANDERSEN. Whatever you gentlemen want to put in the record 
to substantiate your point you are at liberty to do so. 

Mr. McLain. When we faced, in 1954, marketing quotas on corn, 
the Congress removed marketing quotas from corn. This was the 
death knell of the program, and ‘of course we knew, as you did, that 
marketing quotas on corn could never work. They were taken off. 
When you took them off you had no control over corn. 

ah AnpersEN. Proceed, Mr. Secretary. 

Secretary Benson. As I indicated by 1957 there was only 14 per- 
cent of the corn ac reage participating, and when they had a chance to 
vote in a referendum they decisively defeated the old program and 
voted a program that went into operation in 1959. 

Mr. Wuirren. Could I interrupt to point out that, according to 
the records of the Department, a larger percent of farmers than 14 
percent participated. It is my understanding that the 14 percent 
refers to the acreage. 

Secret ary Benson. 14 percent of the acreage. I stand corrected. 
Of course I do not agree that the corn program, ; the new corn program 
as it operated in 1959, is a failure. I think you have to take into 
consideration several factors in measuring the results of that program. 
[think we discussed them with the chairman yesterday, but I will just 
mention them. 

First, of course, was the unusually favorable weather in 1959. And 
then we released about 7 or 8 million acres that had been in the acre- 
age reserve. Much of th: it went into corn. Then the support levels 
on the feed grains were somewhat less favorable in the eyes of the 
farmer than the support levels on corn. That was a factor. 

Of course when the acreage on corn was increased we got some de- 
crease on soybeans and other feed grains including sor ghum grains. 
All the acres were planted except those in the conservation reserve. 
So while we got some increase in corn the disappearance this year is 
running way ahead of last year. We think with normal weather this 
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coming year we would have pretty good evidence that the corn 
program is going to work and work out satisfactorily. 

Mr. Anpersen. You do not agree with my assertion made earlier 
that you have done very little for the farmer in an economic 7 
during the 7 years you have been Secretary; is that it, Mr. Secretary? 

Secretary Benson. We have done ec canianeails everything we felt 
would be in his best interests in the long run, 

Mr. Anpersen. But I am interested in conditions today. I am not 
unduly concerned about 10 or 15 years from now, when we may well 
need all we can produce. 

Secretary Benson. We have resisted efforts to put controls on other 
seements of agriculture, which I think would have been disastrous, 
including supports under hogs and including supports under live 
cattle. I think it would have put the Government in the hog busi- 
ness and the livestock business, and I think the livestock people have 
made the adjustment, as farmers usually do, and as a result have had 
better prices than they would have had had the Government tried to 
interfere with this important segment of our agricultural economy. 

Mr. Anpersen. I think in 1959—and correct me if I am wrong— 
we produced at least 600 million bushels of corn more than the pre- 
vious crop year, did we not ? 

Secretary Benson. I do not have the exact figure, but it was con- 
siderably more than we did the previous crop year. I understand 
it was 560 million bushels. 

Mr. Anpersen. All of that eventually will go into storage, the top 
laver of that production. 

Secretary Benson. But much less of soybeans and other feed grains, 
as T have indicated. 

Mr. Anpersen. But T am holding to corn. T claim T know some- 
thing about corn because T have produced a lot of it in my time. The 
fact is we have produced much more corn than we will ever need from 
the 1959 crop. 

Secretary Benson. I do not know that it is more than we will ever 
need. Our livestock population is bound to increase. Our technicians 
tell us we can use 2 million head of cattle increase annually to take 
care of our per capita consumption and our increased population. 
Our increased production of dairy products and poultry will continue. 
We are going more and more to protein diets, and I think we are going 
to have an increasing demand for livestock products, which is going 
to mean an increasing demand for corn and other feed grains. 

Mr. Anpersen. You are taking a long-range viewpoint. IT am try- 
ing to keep to 1959, and T do not agree we shall encourage sharp in- 
creases in livestock production. In 1959 we did produce about 700 
million bushels of excess corn, did we not ? 

Secretary Benson. In 1959—I would say that was an abnormal 
year. There were several factors in the picture that will not repeat 
themselves. 

Mr. Anpersen. But we did produce a substantial surplus of corn 

1959, did we not? 

Secretary Benson. We produced a substantial increase in corm. 
The figures are available. 

Mr. Anpersen. I think I am very conservative in that. 

Secretary Benson. I think you are about right. 
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Mr. ANnprersen. I would say I am a little short. I would say that 
we produced a billion bushels too much which eventually will either 
0 as storage, or will pile up on the free market to the extent it 
will hurt our agricultural economy. 

Now, the chairman rightly brought out the other day in the record 
the amount of commodities on hand when you took office and the 
loss of the Commodity Credit Corporation up to that period. When 
you are faced with the figures we have before us from your own 
Department this year showing a further accumulation of loss, and 
the tremendous $8.5 billion in storage, or commitments—and this 
is a point disturbing me and I am trying to analyze and figure out 
your line of thinking—how can you say you have made a success 
the last 7 years in this support progr am? Does not that in itself 
perhaps show, or make you feel there is something wanted along this 
line, especially when on Carl Andersen’s farm in Minnesota corn 
has gone down 60 cents a oa from the time you took office? That 
ic for good corn—from $1.49 down to about 98 cents. How can you 
say you have made a success of it when looking at those figures? 

Secretary Benson. I have never claimed full success. Certainly 
we have not had it. We have made repeated recommendations to 
the Congress which have not been accepted. To some degree we got 
some of the legislation we asked for but in large measure we did not. 

We still have in operation the old price incentive program on a 
few crops with only slight changes. 

Mr. Anpersen. Mr. Secretary, as I said earlier, if you showed a 
certain degree of flexibility in your thinking, to the extent of having 
come over halfway to meet. the majority opinion of these gentlemen 
sitting across the table from you during your 7 years, had you shown a 
little flexibility there as well as flexibility in price support, we might 
have reached an agreement. I do not ask that you should have come 
over entirely to our viewpoint, but I think—and here is where I criti- 
cize you—you have been so inflexible in your line of thinking the last 
7 years that you have refused to even acknowledge that there is any 
capacity on the part of this subcommittee to understand the basic prob- 
lems of agriculture. I claim we know something about these prob- 
lems, and I criticize you for your lack of flexibility. I am referring to 
this one basic question as to the level of price support. I say this, Mr. 
Secretary, that it would have been far better to have said to me, and 
Irefer tomy farm for illustrative purposes: “We will give you a fairly 
good base. We will give you a hundred acres. You can live on that. 
If you hold down your production to a hundred acres rather than the 
220 acres you put in — the thing was put wide open in 1959, we will 
give you 80 percent or 85 percent of parity for helping hold these 
stocks down within reasonable limits.” In other words, had you come 
over halfway to my line of thinking, we would be far better off from 
an economic standpoint and we would have less surplus in Government 
storage. 

[ am an old-90-percent-of-parity-man. TI am one who believes that 
when you establish by edict of law or when you compel the acceptance 
in the people’s minds the idea that raw material on our farms is only 
worth 65 percent, and you have been urging 60 percent, Mr. Secretary, 
60 percent of what I call a fair deal, which is parity, you undermine 
our entire farm economy. President Eisenhower, when he was a 
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candidate said at Kasson, Minn. I am not only for 90 percent of 
parity,”—he was not speaking in that sense of price support—“but I 
think the farmer is entitled to full parity.” I stood in that crowd that 
day in September 1952, and I heard Mr. Eisenhower make those 
remarks. As a result, Mr. Secretary, he carried my congressional 
district by 34,500 over his opponent. I ran still another 4,000 ahead 
of the President, but because, and I say this in all Se. because 
of the policy which the administration, through you largely, put into 
effect, of gradually pushing down price supports on corn, and I am 
speaking today about corn, Mr. Eisenhower had difficulty in carrying 
my district in 1956. 

‘Does that not to you represent the viewpoint of the farmers in my 
area who felt that perhaps somewhere along the line you were wrong 
in your line of thinking ? 

Secretary Benson. Mr. Congressman, I realize that you are an advo- 
cate of high, 1 ‘gid, 90-percent supports. 

Mr. Anpersen. Not necessary rigid, but I am an advocate of rea- 
sonable price cane ts, and I consider your goal of 60 percent of parity 
entirely unreasonable. 

Secretary Benson. I think the number of your thinking has largely 
decreased. 

Mr. Anpersen. Is that not because of your persuasive influence all 
over America? I assure you that is not the case in my district among 
both farmers and businessmen. 

Secretary Benson. You overestimate my influence. 

Mr. AnpERsEN. I do not over or underestimate it. I think you are 
averysmartman. I think youareasincere man. 

Secretary Benson. I hope I am that, sir. 


FARM INCOME CONDITIONS 


Mr. Wurrren. I was going to point out that farm income according 
to the Department is down to 78 percent of parity, in spite of this 
desire on the part of the President for 100 percent. 

After 8 years it is down, according to the Department’s figures, to 
78 percent of parity. It is getting to where more and more business- 
men are beginning to realize the “plight of the farmers. 

As to this thing about there being fewer farmers who believe in 
price support, after 8 years there are a lot fewer farmers. They have 
moved into town. 

Secretary Benson. I do not know of any responsible poll that has 
been taken, nationwide particularly, that does not show that farmers 
overwhelmingly want less Gover nment in agriculture, less control, and 
less pricefixing. There is a poll, I understand, to come out soon in 
the South that will show the same thing. 

Mr. Wuirren. As I say, I have a whole lot of confidence in policy 
if they come up with what I want to find and less when they do not. 
I am like the average person in that, I think. You feel that farm 
conditions are good and farmers are happy with the present situation. 

Secretary Benson. No. I do not feel that farm conditions are good 
enough. I never felt it when I was farming and I do not feel it now. 
But I think, Mr. Chairman, that the segment of agriculture that we 
have tinkered with the most is in the worst shape and it will continue 
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to be unless we have less Government in agriculture rather than more. 
I think the old rigid price support program, attempts at pricefixing, 
attempts at acreage control, have largely failed and I think they are 
destined to fail in the future. 

Mr. Wuirren. You mentioned price support for commodities. I 
would like to have in the record the “wlio age of those commodities, 
a relatively small percentage in number, and the relative value of the 
total product with regard to the total value of other products. This 
will make a better record. 

Secretary Benson. There is about a fifth of them that are under 
controls. 

Mr. Wuirren. Many of those are not because they are perishables 
and as such are not storable to any great degree. So that eliminates 
the possibility of supports for those products. I think to make the 
record plain we should have that. That is what we pointed out in this 
record, that whatever those basic commodities may be, the situation 
there has constantly deteriorated for 8 years judged by cost and in- 
come, according to the Department’s own record. 

Secretary Benson. Because we have been operating under an old 
program that just does not fit conditions of peace. We tried to get it 
changed. We have had some changes. We got none the first 2 years. 
It wasn’t until the fall of 1955 that there was any change that we could 
put into operation. Both political parties endorsed the flexible princi- 
ple for use in peacetime and we kept postponing the evil day, as it was 
referred to. 

Mr. Wurrren. What I wanted to point out again was that, accord- 
ing to the statement made yesterday, and the statement made to us 
last year, you have had all the laws that you felt you needed, although 
perhaps not as long as you wanted them, except with regard to wheat. 
I put that statement that you submitted to us last year in the record 
earlier. 

Secretary Benson. We have never had all of the amendments we 
wanted, Mr. Chairman. 


CHANGES IN FARM LAWS 


Mr. Wuirren. Mr. Secretary, we asked you if you would be so kind 
as to advise the committee as to what changes in the law vou felt 
were necessary. You submitted that for me. I thanked you for it. 
We put it in the record vesterday in connection with your testimony. 
In that statement you said, as I reeall, that we needed further changes 
in regard to wheat, but other than that vou felt the laws themselves 
Were in pretty good shape. | am agreeing that vou also said that you 
had not gotten them as early as vou would like. I would say from 
my interpretation that the record, since you got the laws, has been 
worse. 

Secretary Benson. I do not think that necessarily holds, Mr. Chair- 
man. We did get some constructive legislation on cotton, rice and 
corn and— 

Mr. ANDERSEN. You still insist corn was constructive? 

Secretary Benson. I do, sir. I know we have honest differences, 
Mr. Andersen. I guess time will have to vindicate one or the other 
or neither of us, but I am convinced that it was wise legislation and 
I hope time will prove that to be true. 
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Mr. ANDERSEN. Mr. Secretary, with the chairman’s permission 
[ want to have inserted in the record at this point from page 8 of the 
1954 hearings a summary I asked for at that time. I refer to page 
8 of the hearings and I would like that particular table put in the 
record, together with corresponding tables relating to the prices as 
of last January. | want the two side by side for purposes of com- 
parison. 

(The information requested follows:) 


Specified commodities: Market prices, Nov. 3, 1952, Jan. 19, 1953, and Jan. 15, 1960 





Commodity Unit Nov. 3, 1952 | Jan. 19, 1953 | Jan. 15, 1960 
W heat 
No. 2 Hard Winter, Kansas City_-- Bushels $2. 415 $2. 383 $2. 052 
July 1953 future, Chicago_-. i sania cea biatch ae On teesien 2. 454 2. 342 11. 842 
Corn 
No. 3 Yellow, Chieago_. = ee i 1. 549 1, 599 1, 142 
July 1953 future, Chicago_-_. : ‘ Oeics 1. 736 1.678 | 11.195 
Cotton | 
is-inch Middling, 10 spot markets... -- Pounds. -. 3587 . 3239 2 3190 
December 1953 future, New York__. do 3512 . 3394 3.3120 
Oats: No. 3 White, Chicago Bushels . 866 SUG . 805 
Barley: No. 3 Minneapolis do 1. 554 1.517 1.114 
Rye: No. 2 Minneapolis : do 1.949 1.835 | 1, 221 
Flaxseed: No. 1 Minneapolis do__. 4. 120 4. 060 3. 450 
Soybeans: No. 2 Yellow, Chicago do 2.915 2. 925 2.170 
Beef steers 
Prime 900 to 1,100 pounds, Chicago-_. e Hundred- 35. 62 34. 75 28.00 
weight. 
Choice 900 to 1,100 pounds, Chicago-- ce cme 32. 25 29, 50 27.00 
A verage all grades, Chicago 4. 5 : a0..;.. 4 32. 02 4 26. 62 4 26. 30 
Veal calves: Choice and Prime, Chicago- --- Go: 33. 00 30. 50 5 29. 65 
Lambs: Choice and Prime, Chic anes 23. 50 21.75 $19.12 
Hogs: Packer and shippers’ purchases, bar- .do 417.25 418.06 412. 37 
rows and gilts, 8 markets. 
Eggs: Extra large, Chicago : ‘= Dozens 610 . 458 . 260 
Butter: 92 score, Chicago ‘ | Pounds . 699 . 669 . 580 


1 July 1960 future. 

21-inch Middling, 14 spot markets. 

3 December future. 

4 Average for weeks ending Noy. 1, 1952, Jan. 17, 1953, and Jan. 14, 1960. 
§ Choice grade only. 


Source: Agricultural Marketing Service. Compiled from Market News Service, except barley and 
flaxseed from Minneapolis Daily Market Record. 
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Average prices received by farmers for farm products, United States 











e | | 
| Commodity and unit Estimated, | Estimated, | Estimated, 
e Nov. 1, 1952! Jan, 15, 1953 | Jan. 15, 1960 
LS = i a 
l- Wheat, per bushel : ba “= $2. 10 | $2. 10 $1.78 
Rye, per bushel 2 dae 1.76 165 | . 925 
Rice (rough), per hundredweight a aieheas 5. 92 6.43 | 4.77 
Corn, per bushel nae names 1, 49 148 | 979 
Oats, per bushe! . ee . 836 821 | 685 
Barley, per bushel 1, 42 haa. 4 . 848 
0 Sorghum grain, per hundredweight : ; 2.84 2. 74 | 1. 53 
Hay, all baled, per ton : 25. 80 26. 40 22. 20 
— Cotton, American Upland, per pound aie . . 3541 . 2979 . 2034 
C American-Egyptian, per pound . 1.08 1 | . 531 
Ny ( eed, per ton , 70. 20 65.30 | 39. 60 
a Soybeans, per bushel ; 2.71 2.69 | 2.01 
Peanuts, per pound ; - -111 . 109 - 101 
‘ | seed, per bushel 3. 74 3. 70 3.12 
2 Potatoes, per bushel 2.14 2. 06 2.10 
” Sweet potatoes, per bushe 3. 02 3. 86 3. 51 
Beans, dry edible, per hundredweight 8. 48 8.46 | 7. 50 
7 Peas, dry field, per hundredweight ‘ 5. 78 6.09 | 3. 92 
Q Apples, per bushel 2.77 Sa i 2.14 
Grapefruit, per box ? 1.01 83 } . 95 
” Oranges, per box 1. 50 115 | 2. 06 
2) ms, per box 2 1.92 2.86 | 1. 36 
’ per hundredweight 17. 65 17.80 | 12. 10 
7 ttle, per hundredweight 5 21. 65 19. 70 20. 30 
Veal ves, per hundredweight 23. 70 23. 40 | 24 
0) Sheep, per hundredweight 7. 49 8. 40 5.7 
v Lambs, per hundredweight fo : 21. 55 20. 30 7. 80 
Butterfat, in cream, per pound r . 729 683 | . 597 
All milk, wholesale, per hundredweight 3 : 5. 30 44.89 4. 36 
Milk, retail, per quart 5 ; . 213 as | ~ 217 
All chickens, live, per pound ; . 253 . 265 . 163 
, Turkeys, live, per pound s ; . 333 336 | 282 
. Eggs, per dozen és - in ‘ “= . 511 . 458 - 296 
Wool, per pound : : Suits . ; . 501 .510 | . 425 
w INDEX NUMBERS (1910-14=100) 
‘ 
Price 5 pce 280 267 | 231 
Parit ; 282 282 299 
Parity ratio - poe y oe er 99 95 | 77 
| 


Average of prices received Oct. 15 and N 
Equivalent on-tree for all methods of sal 
f 


I 
Estimated average price for the month fc 
I 


ov. 15 except grapefruit, which is Oct. 15, 





nd 
yr all milk sold at wholesale to plants and dealers. 
‘reiiminary 

1 by farmers directly to consumers. 





ricultural Marketing Service, Mar. 28, 1960. 
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Carryover of specified agricultural commodities at the end of the 1951-52 and 1952-58 
marke ting years and estimated carr youve? at the end of the 1959-60 marke ting year 


| ili . 
{In millions] 





Date of | Carryover Estimated | Estimated 
carry- atend of | carryover | carryover 
Over | 1951-52 at end of at end of 

1952-53 1959-60 ! 


W heat 

Cotton 

Corn_. 

Rye 

Oats 

Barley_- 

Butter__- ; end bate 

Cheese i eel ita aan 


Nonfat dry milk solids___. 5 ; as 


1 Estimated carryover at the end of 1959-60 mar] ng year is based partly on expected disappearance and 
exports for the remainder of the marketing sea The carryover actually realized at the end of the current 
season may vary moderately from these estimates depending on trends in consumption and exports during 
the rest of the season. 


Mr. ANDERSEN. It was to protect your administration in the future, 
by the way, that I had those prices put in the record. 

Secretary Benson. These figures you refer to were during the 
Korean war period, 1953? 

Mr. AnperseN. The figures I refer to are in the table on page 9 
of the hearings. The heading is ‘‘Average Prices Received by Farmers 
for Farm Products, United States,” with two columns headed: 
“Estimated, November 1, 1952,”’ and ‘Estimated, January 15, 1953.” 

Secretary Benson. That is during the Korean war. 


Mr. ANDERSEN. I would like that same table put in now and 
enlarge that to include current average prices for those commodities. 
[ want to quote from that table and show that the average price 
received by the farmer for a bushel of corn in zen ary 1953, was $1.48. 
The average pric ‘e received by the housewife for eggs at that time per 


os 
Se 


dozen was $0.458, almost 46 cents. 

I want to refer to flaxseed, another item in here that is very im- 
portant in my district, flaxseed per bushel, at that time, the average 
price received by farmers in January of 1953 was $3.70 per bushel. 

Secretary Benson. I have no objection, Mr. Congressman, although 
I do not think it is very meaningful to draw a comparison between 
war and peace periods as far as farm prices are concerned. I have 
no objection. 

Mr. ANDERSEN. To me it is meaningful, Mr. Secretary. If you 
would like also to put a column in there to show the conditions in 
January 1954, I would not object. Or, if the comparison displeases 
you, we could add comparative wage ficures for labor to show whether 
our economy as a whole went up or down. 

Secretary Benson. I am not asking for any more columns. 

Mr. ANDERSEN. I am simply pointing this out. We have had con- 
siderable testimony here relative to Commodity Credit Corporation. 
I get back to my old viewpoint. That is where I disagree with you. 
I do not see where you can maintain or contend that while you have 
been Secretary of Agriculture that from an economic point of view 
you have helped my section of the country in southwestern Minne- 
sota. I was sent here to represent that particular district, and I am 
fighting for a fair and square deal for the people of my district. 
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I cannot see it from the general price levels, sir, regardless of what 
sort of crops were produced. I am taking the whole 7-year period. 
Our top eggs now are worth 24 cents. Seven years ago the average 
egg price nationwide y ras 46 cents. 

Corn now is 95 cents where it was $1.48 in January of 1953. I 
repeat, that is why in every county in my district there is beginning 
to develop a pattern of a little store or little business closing up. 
All business is suffering along with the farmers. That happens in 
everv one of those 155 villages. To me that is a serious situation. 
I will give you all the time you want. Go ahead. Do you feel you 
have helped the farmer economically? 

Secretary Benson. Haven’t you noted an improvement in = 
dairy situation’ Our technicians tell us this will be the best yea 
ever in dairying. Certainly we have pretty good hog and Rte 
prices. 

Mr. ANpERSEN. That is why I asked to have the table in there, to 
have the whole record. There are certain lines, two or three, that 
are not too bad, but put that table in there and we will have the 
whole record. 

Secretary Benson. All right. I am glad to have this discussion 
with you, Mr. Anderson. Maybe sometime we can discuss it out on 
your farm or mine. 

Mr. ANDERSEN. If we live thet long, and if I can make enough off 
my farm to pay taxes and the mortgage. 

Secretary Benson. We have honest differences. I admit that. 

[appreciate vour position and I am sure you appreciate mine. If the 
time should come when I find that I feel you are right and I am wrong, 
I will come to you and say so. 

Mr. ANpErRSEN. I end this part of the discussion by saying I am 
100 percent convinced you are just as sincere as I claim to be in my 
viewpoint, and I do not know of a man for whom [| have a higher 
regard personally than I have for you. 

Secretary Benson. Thank you, sir. 


FUTURE OF FARM ECONOMICS 


Mr. ANDERSEN. Mr. Secretary, now that our entire price support 
program has been discredited in the minds of most people and de- 
stroyed for all practical purposes, those of us interested in the future 
of farm families are asking, ““Where do we go from here?” The drift 
down the economic ladder must be stopped short of disaster. For 
some farm families disaster is already upon them. Small independent 
businesses in the rural Midwest are feeling the pinch more with each 
passing day. The problem is before us more today than at any time 
Inmany years and we must face up to it. 

One 7 your problems, Mr. Secretary, has been vour inflexibility. 
I repeat, if you were half as flexible as vou want farm pric e supports 
to be, t he necessary compromises between the Congress and the edmin- 
istration would already have been brought about, but all of that is 
now history and the Congress should and must get about the business 
of repairing the damage. 

Rural America cries for a solution, and farmers, as well as business- 
men, who have thought it out, say we must have a whole new approach 
tothe problem. Today I would like to lay such a proposal before you. 
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The idea is new, but the principles of the proposals are all well estab- 
lished. To my knowledge this is the first time it has been seriously 
offered, although I have been studying the matter for a long time. 

Your battle ery and the campaign ‘pledges of the President in his 
first campaign called for quote, ‘‘parity in the marketplace for farm 
commodities,” unquote. I think you will agree on that. That is 
what you have been trving to get. 

Secretary Benson. That is the only place I think we will ever get 
it. You cannot get it by Government price fixing. 

Mr. AnprersEN. I do not know that I could agree with you, but we 
have debated this too long already. 


PROTECTION OF FARM INCOME 


Since the price-support program has been destroyed as an effective 
instrument to attain parity, and I mean that seriously, and in view of 
the deadlock in Congress on anything that has to do with price sup- 
ports, and that was “well illustrated by the action of the House the 
other day, I very earnestly solicit your opinion on this idea: As you 
know, we have for many years had minimum wage laws which apply 
to all men working in businesses engaged in interstate commerce. 
We had those laws on the statute books when we had millions of people 
unemployed. ‘They are on the books today with implementing and 
expanding amendments. Then we have another set of laws known 
as the Davis-Bacon Act. These laws provide that any man doing 
business with the Federal Government must pay, not just a minimum 
wage, but what is called a prevailing wage, which is almost invariably 
the union scale. In addition to Federal laws, many States have 
enacted local laws along the lines of both of these Federal programs. 

Then, to take care of the “‘surplus” of labor, we have unemployment 
insurance, social security, and the welfare programs at the disaster 
level. In addition, we have immigration laws and regulations which 
prohibit the importation of labor which might displace American 
workers or even take jobs sought by American workers. With the 
exception of certain welfare and related programs, these w age and 
income guarantees for labor cost the Government little more than the 
cost of administration. 

In other words, the working man or woman gets his or her fair 
share out of the market price. 

My question to vou, Mr. Secretary, and I am dead earnest about 
this, is this: What would be wrong with developing a similar or 
comparable program to protect the income of farm people? Why 
should one class of our people be so amply protected while another is 
abandoned? We have no unions in agriculture to go on strikes 
against consumers, and God grant we never shall, but. why can we 
not cloak our farm economy “with an equal measure of protection? 
Why should the Government require a supplier of goods to certify 
that he has paid his labor the prevailing wage, but let that same 
businessman pay as low a price as he cares to do so for the raw ma- 
terials which are the product of the labor and investment of farm 
families? It it is equitable, and I believe it is, to tell a businessman 
engaged in interstate commerce that he must pay his labor a minimum 
wage, why not tell the businessman dealing in food and fiber that he 
must pay the producer of the raw materials a fair minimum price 
before that item can move in interstate commerce? 
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If we can do this for the 60 million people employed in our Nation 
today, why can we not do the same for the less than 5 million farm 
families? 

| wish you would give me your thinking on this, Mr. Secretary, in 
the hopes that between us we might be able to develop a fair and 
equitable program which would enable our family farmers to obtain 
parity out of the marketplace instead of depending upon a very 
questionable possibility of subsidies or price supports from the Federal 
Government? 

Secretary Benson. Mr. Andersen, I have never recommended the 
elimination of price supports. I think they can be a very useful tool 
in helping to facilitate orderly marketing. 

I think price supports have a place, particularly on storable com- 
modities, if they are used at levels that help to facilitate orderly 
marketing, permit the commodity to flow and not to back up in 
Government warehouses until it has a disastrous effect on the markets 
and results in excessive costs. 


PROPOSED MINIMUM PRICE AT MARKET 


Mr. AnprrsEeN. Let me ask you a specific question: Why cannot 
the Government by edict of law or regulation through the Depart- 
ment of Agriculture say that a bushel of wheat of a certain grade 
shall not go into interstate commerce at the terminals, such as Kansas 
City and Chicago, unless the producer is paid a certain minimum 
figure? 

Secretary Benson. If we want the Government to completely take 
over the marketing, that would probably be possible. That could be 
done. 

Mr. ANDERSEN. The Government has not completely taken over 
the industrial market. The Government, of course, through CCC, 
would have to be prepared to take over any surplus which the trade 
would not take, and we would have to administer the fair-price 
program. 

Secretary Benson. That is right. We have been essentially trying 
to do that very thing. You know where we have gotten. We have 
$314 billion tied up in one commodity. 

Mr. ANDERSEN. Here is what I would propose on a bushel of corn 
on my farm in Tyler, Minn. Say, if the Government would pre- 
scribe by law that a bushel of corn, good No. 2 yellow corn, could not 
clear the Chicago terminal market at less than $1.60 a bushel, that 
would mean about $1.45 in Tyler, Minn. Suppose the Government 
would say that, and say that at the beginning of a new crop year, for 
example, in corn, say in October, that the farmer would know that the 
price in Chicago for the clearance of that bushel of corn into the 
interstate traffic stream would be $1.60. Say that we add to that for 
each passing month on that particular crop a figure to take care of the 
storage somewhere back along the line. In other words, the farmer 
would know that if he would hold his own corn he could then deliver 
itin May in the regular course of traffic. He would know that that 
corn 10 months later, or say 8 months later, would be worth, say, 8 
times 14% cents per month for holding it or 12 cents a bushel more, 
right in the market, 12 cents a bushel more than that $1.45 cents in 
Tyler that he would be entitled to in October. 
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In other words, a program like this could not possibly start before 
the beginning of a new crop year in each crop. Otherwise, you would 
have an outlandish payola with various groups but I do not see why 
that principle cannot be made to apply to farm commodities. I have 
studied it for a good many years and the Government would have no 
money committed in it except the Commodity Credit Corporation, in 
Chicago, Kansas City, St. Paul, or Duluth where it would have to 
be ready to take over anything that the trade did not take that 
particular day. Later on, when they can obtain not less than 5 cents 
more per bushel than the established price they could then release it 
back onto the market. 

Of course, I am talking about storables on the assumption that we 
can take care of those commodities. Coupled with that proposition, 
we might give the Secretary of Agriculture the right and the power 
to determine if the supply mounted up too high for the good of the 
economy that it would be necessary to tell farmers: ‘You must 
reduce your acreage this coming year and retire 10 percent of your 
cropland if you care to get that certificate permitting you to sell 
your corn at the established price in the interstate traffic.”’ 

If the farmer did not want to take out the 10 acres, he would not be 
eligible in my opinion because he would not be helping his fellow 
farmers or himself. He would not be eligible for any consideration. 
You would have to have, of course, some means of keeping surpluses off 
the market whether you call it a soil bank or something else, and you 
might have to have marketing certificates for the required units of 
production. 

There would be no loans on the part of the Government. There 
would be some storage charges, of course, but the farmer on a new crop 
would know what he would get out of the market place for what he 
produced. 

T am just throwing that out as something for you to think about. 

Secretary Benson. Do you want us to study that a little and give 
you a report on it? 

Mr. AnpveRsEN. I would be delighted if you would. If we could 
by some comparable means stabilize the minimum prices for both 
labor and raw materials, we could stabilize our entire economy. 

Secretary Benson. Do you have it written out or can we take it 
from this record? 

Mr. AnpersEN. No, I have nothing in writing because, frankly, it 
is just the germ of an idea. 

Secretary Benson. We will be very glad to appraise it. We surely 
will. 

(The information referred to follows:) 

As we understand Congressman Andersen’s proposal, price support would be 
made available to producers throuth CCC purchases at terminal markets. The 
level of support to producers would be based on a specified price at terminal 
locations at the be innin r of the marketing year, with a specified amount added 
each succeeding month during the marketing year to cover cumulative storage 
costs. The Commodity Credit Corporation would be prohibited from disposing 
of its stocks in the domestic mar‘et at less than 105 percent of the price paid 
therefor. In order to prevent a buildup of burdensome stocks in CCC inven- 
tory, the Secretary would be given authority to require as a condition of eligibility 
for price support, producers to reduce their plantings and place in the conservation 
reserve of the soil bank an acreaze of cropland on the farm equal to such reduc- 
tion. A certificate of eligibility would be issued to those producers complying 
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with such requirement. The certificate would only serve to identify eligible 
commodities received at terminal markets. 

If the Secretary were to stand ready to purchase all quantities of eligible grain 
offered at the various terminals at parity, the market price at the country ship- 
ping points would likely be the terminal price minus freicht. Thus the market 
price for all producers would be affected. Thus in view of the fixed government 
bids at the terminal markets the effect would be for CCC to acquire the total 
surplus over Cemand at the fixed price. This would mean that the surplus 
would be acquired away from the areas of production and would necessitate sub- 
stantial increase in storage facilities at the terminals. In the absence of this 
increase in storage facilities, CCC would be forced to back haul its purchases 
away from the terminal areas to available storace elsewhere at additional cost 
toCCC. Also, it should be noted that for the feed grain crops the acquisition at 
terminal points would result in the storage away from the points of consumption. 
It should be noted that a price support program of this nature would result in 
CCC incurring an additional year’s storage cost on acquired commodities. Under 
existing price support programs producers bear the cost of storage most of the 
first year after harvest. 

Mr. ANpERSEN. Thank you. Thank you, Mr. Chairman. 

I might say this, Mr. Chairman, that I appreciate the manner in 
which the Secretary has answered my questions this morning. There 
is actually only one big disagreement between us and that is on the 
level of price supports. It is an honest disagreement and neither one 
of us today can prove who is right or who is wrong. 

Secretary Benson. Thank you very much, Mr. Andersen. 

Mr. Wuirren. I listened with a great deal of interest to the discus- 
sion between you and our colleague from Minnesota, who has rendered 
long and outstanding service to agriculture and to the Congress. 

Certainly he has been an outstanding member of this committee. 

Mr. Anpersen. Thank you, Mr. Chairman. 

Mr. Wuirren. Both when he was chairman and in the other years 
when I was chairman, he and I worked together. Really the chair- 
manship has made little difference. But in connection with the state- 
ments made, Mr. Secretary, I think that [ should make some comment 
as the present chairman succeeding my friend from Minnesota. 


INCREASES IN WAGES AND COSTS 


First, it is hard to find any argument with your statement that the 
farmer wants freedom and less Government interference. I am cer- 

tain that that is correct, and that your theories might be sound if the 
laeesces had not passed the laws under which agriculture must oper- 
ate. For instance, I would like for the record to show the ¢ hange ‘s In 
minimum wages that have been provided by law in the 8 years that 
you have been in office. I think it would be well to show the increase 
in wage rates in the 8 years that you have been here. 

The only change in the minimum wage which has been made since January 
1953 is that which raised the minimum wage from 75 cents an hour to $1 an hour, 
This legislation was enacted on August 12, 1955, and became effective on March 
1, 1956. 

Mr. Wuirren. I would point out in the record that you yourself 
testified that you bad increased storage rates largely because they 
had increased the cost. 

Secretary Benson. The big increase came in storage rates before 
we took office. 

We have increased some, but we had to in order to get space to store 
the tremendous quantities that were flowing into Government hands. 
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Mr. Waitrren. Be that as it may, your statement vesterday was 
that you acknowledged and recognized increased costs in other areas, 

I would like to show the increase in storage costs which I asked for 
earlier as a result of the increase in rates in eight years. 

I would like for the record to show here the increase in transporta- 
tion cost, not tied to the units particularly, but the increase in freight 
rates that are reflected in your storage and transportation cost. 

(The information requested follows:) 


INCREASED Cost To Commopiry CreEbpiIt CoRPORATION DvuE TO INCREASES IN 
STORAGE Rates FOR COMMODITIES STORED COMMERCIALLY 


Increases in rates of storage paid by CCC to commercial warehousemen over 
the rates paid to such houses on July 1, 1951, have caused CCC to pay the increase 


in costs: 


Estimated amount of storage costs in excess of what such costs would have been on basis 
of rates in effect on July 1, 1951 


Fiscal vear ending June 30: 
1952 $427, 030 
1953 5, 853, 645 
1954 , 565, 895 
1955 42, 313, 664 
1956 50, 950, 347 
1957 92, 438, 359 
1958 59, 521, 195 
1959... 5 , 360, 384 


NA. 2x2 An sig 3 313, 430, 519 


The rates in effect throughout the years covered here have been for comparable 
services generally. The major factor which has contributed to the noticeable 
rise in excess costs during the past 5 years was the increased inventories of CCC- 
owned commodities as compared to those of the earlier years. 


ComMMoODITY CREDIT CORPORATION 


Estimated increase in transportation cost due to increase in rate over 1952 rate, by 
fiscal years 





Index of aver-| Estimated 

Fiscal year fransporta- | age freight | due to rate 
tion costs! | rates @ increase 

| | since 1952 


1952 ii eee cals ‘ ‘ ; 3 $45, 391, 739 | 108 ; 
1953 ; aia . ; 69, 653, 390 | 110 $1, 266, 400 
1954 7 = ee “ i 92, 304, 601 110 1, 678, 200 
1955 = : 137, 993, 653 109 , 266, 000 
1956 = 187, 646, 486 | 111 | 5, 071, 500 
1957 e : ; 186, 382, 306 | 117 | 14, 337, 100 
1958 .| 177, 279, 896 | 8117 | 13, 636, 900 
1959 P .| 164, 434, 359 | 3117 | 12, 648, 800 


1 The variations in transportation costs from year to year are due primarily to differences in volume of 
shipments. 

3 Interstate Commerce Commission index of average freight rates for products of agriculture (1950= 100). 

3 Index not available, assume continuation at 1957 rate. 


Mr. Wuaitren. We in this country cannot handle agriculture, in 
my opinion, as a thing apart. In agriculture, vou cannot handle one 
commodity separately from other commodities, as I see it, in the 
same general area. You cannot turn wheat loose and solve the corn 
problem. Competitive commodities certainly have to be dealt with 
across the board. 

Now, we have laws which have increased the cost of everything 
that the farmer buys, and his costs, according to your tables, have 
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gone up $4 billion since 1952. Labor costs, through the right to 
strike and minimum wages, have increased the take of the consumer 
dollar. Industry has added its markup on top of increased cost by 
reason Of labor’s increased take, which in turn is tied to laws we have 
passed. Our transportation companies, on which we are dependent 
to haul and transport this commodity have increased freight rates. 
Further, we are going to increase warehousing rates because of their 
increasing costs, which in turn enables them, through law, to get an 
increased share of the consumer dollar. As all these segments get 
more and more of the limited number of consumer dollars, unless you 
have price supports the farmer’s share gets less and less. | think 
that is significant in this record to the readers. 

As you have learned, you are not going to change Carl Andersen’s 
view, and you will not change mine anymore than vou can change his. 
And we have learned we will not change yours any more than you 
ean change ours. Perhaps you can look at it more objectively than 
we three are able to, but it is significant to me when farm income goes 
down 20 percent, and farm prices go down 20 percent, that it benefits 
the other segments of our population. 

As you have recommended, Congress has reluctantly reduced price 
supports. The farmer only gets 38 cents out of the consumer dollar. 
Those to me are significant. As to vour statement about corn, where 
the Government is having to take over 500 million bushels more corn 
at $1 a bushel and where the storage rates are another huge amount 

ach vear, the only way I possible can see that you think this is good is 
that if we have price supports and unlimited production the thing will 
get so bad that we will lose the whole farm program. 

Ifa man had that objective, I think the factors here would clearly 
show that this is progress toward the whole thing failing. Other than 
that, I cannot see that the increased units that we do not need, the 
increased investments, which are costly, the increased storage costs, 
which are costly—I just cannot see that they solve anything. 

Now, again, we are living in a country where these laws for labor 
and the right to strike exist. I am not complaining about them as 
such. We are in a country where the rights of business to mark up 
do exist. I would like to show the increase in business profits for this 
8 vears in the record if we could have it. 

(The information requested follows: ) 


Corporate profits, United States, 1951-59 


{In millions of dollars] 





Corporate profits 


Before taxes | After taxes 


36, 691 7, 232 
38, 311 18, 089 
34, 061 16, 841 
14, 862 23, 035 
44, 683 23, 456 
$3, 281 22, 196 
37, 105 18, 921 
48, 000 24, 600 


' Preliminary estimates from Council of Economic Advisers. 
Source: Compiled from reports of Department of Commerce, 


53155—60—pt. 3———19 





288 


Again, and may I say this in all candor, J think you are living in 
the past, Mr. Secretary. What you think would ‘be good for “the 
farmer might have been good bac k before we had all these other laws 
giving these advantages to other segments, which they in turn think 
are fair. So it is an effort to give freedom to agriculture, but you do 
not give him freedom from these things that are visited on him by 
other laws. 

Secretary Benson. Mr. Chairman, I recognize that farm costs have 
been one of the most serious problems during this period of adjust- 
ment for the farmers. I pointed out in my statement that costs 
increased 133 percent between 1939 and 1952. There has been a 
4-percent increase since then. It is a serious thing to have farm costs 
go up. I think it should be pointed out, as I pointed out before, that 
we have been operating with some amendment under old legislation 
which was passed by the Congress, with bipartisan support, which 
was adjusted to meet the needs of war, and out of all of that program 
we have accumulated these vast surpluses; had these supports been 
maintained at a higher level, we would have accumulated more. 

The costs would have been more. Our technicians estimate that 
the cost in 1959 would have been a billion dollars more had there 
been no adjustment in price supports. 

I think the very fact that most of our agriculture has made the 
adjustment and does make the adjustment from vear to year, that it 
is pretty good evidence that farmers can operate and make the adjust- 
ments necessary a lot better than the Government can do. 

I still have confidence in our market economy, in our free enterprise 
system, with some protection, of course, for the farmer, but not to 
the point where the Government has to regulate his operation, store 
his commodities, and try to fix his prices unsuccessfully. So I do not 
believe the controls necessary in order to Maintain support, say, at 
90 percent, not 100 percent, but 90 percent of paritv—l do not think 
the Congress would approve the controls necessary; I do not believe 
the farmers would accept them; and I do not believe the Secretary of 
Agriculture could enforce them because they would have to be very, 
very tight, if you are going to tie them to a 90-percent support formula 
that goes back 50 years and does not any more fit agriculture today 
than the horse and buggy. 

Mr. WuirreN. The parity formula is tied to the cost of what he 
buys. As I tried to point out, in so many areas Congress has inter- 
fered by law, fixing the cost of what the farmer buys. I say when 
prices are tied to the cost of what the farmer buys, he would rise and 
fall along with it. I respectfully continue my difference with you 
because the records that we have put in here as to what has happened 
under your administration clearly show that the farmer has increased 
production of those things that we do not need, trying to make up 
in units to sell what he has lost at the price that he got. 

Secretary Benson. Operating under old outmoded legislation. 

Mr. Wuirren. This is an academic question, and you have no 
control over it. But, would you take away the right of labor to 
strike in order to protect itself in competition for a fair share of the 
dollar or not? 

Secretary Benson. Of course not. 

Mr. Wuirren. Would you take away minimum wage laws? 
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Secretary Benson. I think minimum wage laws at a reasonable 
level have a very good place. They do not fix the wages for the whole 
labor force. There is no attempt to do that. 

Mr. Wuirren. Do you agree that, because of those, they are unable 
to protect their share of the consumer dollar? 

Secretary BENson. They give them some protection, yes, but 
carried to extreme, even wages tend to price commodities out of 
markets. We are running into that in some of our industries today. 

Mr. Wuirren. I recognize that. Do you recognize in those areas 
farm losses have probably gone up because of it, and do you not think 
unless you give the farmer protection, as these groups increase their 
take of consumer dollars, they will push it right back on the farmer? 

Secretary Benson. I think there should be some protection. | 
favor that, of course. 

Mr. Wurrren. You mentioned that dairying was in a relatively 
good condition. I trust that is true and apparently it is better than 
it has been. But I think it well for the record to show the amounts 
of money that in your 8 years have been paid out to buy milk and to 
support dairy products. While it is fairly sound, the cost has cor- 
tinued to rise there just about as much as in the other areas. 

(The information requested follows :) 


Total purchases and realized loss on dairy products, by fiscal years, 1952 through 1959 


[Thousands of dollars] 


Realized loss 
| Purchases— 
il year price | 
| support Price | Special Total 
support | milk 
} 


184 | $1, 110 | $1, 110 
575 | 5, 240 ries 5, 240 
511 130, 713 7 130, 713 
205 | 418, 040 | $22, 2% 440, 270 
160 404, 139 | 5, 29 449, 438 
196 | 230, 306 | 56, 57: 286, 878 
, 427 | 244, 976 | 6, 136 311, 115 
025 | 195, 426 | , 0% 269, 453 


Secretary Benson. Yes. We have made some expenditures in the 
dairy industry. 

Shortly after we came in we had a billion and a half pounds of 
products in Government storage under the old 90-percent support 
law. We did make the adjustment, and I think as a result we got 
some increase In consumption, in total and per capita. 

We tended to affect the production. The upward trend tended to 
level out. Prices strengthened until prices were running well above 
the support level for a period. I think dairying is in better balance 
today than it aas been in a number of years. 

Mr. Wuirren. You are a very plausible man. You have got the 
American public built up to the point that they are against just 
about everything agricultural, in my opinion. 

Secretary Benson. No. I don’t think so. 

Mr. Wurrren. You have stressed this thing to that point. You 
have not stressed farm income being down, vou have not stressed 
farmers’ cost being up. 

Secretary Benson. Yes, I bave, Mr. Chairman. 
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Mr. Wuirren. I would like the record to show, again, how long 
it took this committee before we could get you to offer these com- 
modities in world trade competitively. 

You agree again, do you not, that you had the authority to sell in 
world trade competitively all along. 

Secretary Benson. Yes. Under the charter we had that authority 
of course, but we did not want to get ina position that we were handlin 
all the commodities in this country, and the Congress never intended 
that. 

Mr. Wuirren. But all the time you were complaining about the 
stores on hand and the high cost, in support of your efforts to get your 
price supports reduced. 

I would like for the record to show by commodities how long you 
have used these commodities to support your insistence on r educed 
price supports, before we could get you to offer them competitively 
in world trade. 

Could we have that in the record at this point? 

(The information requested follows:) 


Years in which commodities in inventory were not offered in world trade on a 
competitive price basis indicated by ‘‘X’’; vears in which were offered indicated 
by das! 


Commodity 95 952 953 | 1954 | 1955 | 1956 | 1957 | 1958 | 1959: 


Price support program: 
Basic commodities 
Cc rm é ; 
Cornmeal palit Scabies 
Cc otton: upland _. 
Cotton, extra long stap Ne 
Peanuts icicles tule 
Rice 
Tobacco 
W heat 
W heat flour 
Man latory nonbasic commodities: 
Honey. 
Milk and butterfat: 
Butter eee 
Butter oil 
Cheese 
Milk, dri 
Whey 
Tung oil 
Wool . at diate datnte Chast 
Other nonbasic commodities: 
Barley....- 
Beans, dry edible 
Cottonseed and products: 
Cottonseed oil: 
Crude 
Refined Ss sbeiedl 
Cottonseed meal__.....-..-..-.---] 
Cotton linters 


~~ 


— bd bd 


bd 4 bd bd be 


An 


re 
“YH 
| 


2 
~~ 


— 


Eggs 

Flaxseed 

Linseed oil 

Naval stores: 
Rosin nt 
Turpentine -_-__-_. 

Oats_- 

Olive oil__- 

Peas, dry edible 

Rye th 

Seeds: 
Hay and pasture 
Winter cover crop. - 

Sorghums, grain 

Soy beans 


Eeteeatataee 
MY ahhh 





tbh bedded td 


Manmnr 


MMKHM Ha MkMH 
| $4 


xX 
xX 


nA 


Xie 


1 Beginning with the 1959 crop, barley, oats, rye, and grain sorghums become mandatory nonbasic com 
modities under the provisions of the Agricultural Act of 1958, 
2 No inventory. 
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Secretary Benson. It is all right with me, Mr. Chairman. Of 
course, I think we should show what it is costing also for every bale 
of cotton we export and every bushel of wheat we export because we 
all have to pay for it, including the farmers. 

Mr. Wuirren. | thoroughly agree with you. I want the record 
also to show how many dollars we save by going ahead and selling it, 
instead of sitting on it and losing all the investment. Could we show 
in the record the amount of money that we saved by getting 70 percent, 
or 80 percent, or 90 percent of the value? That is what we did. If 
we had kept this on hand and continued to pay storage, we would have 
been out the hundred percent. We have salvaged how many dollars? 
I want you to show how much the Government has saved. 

(The information requested follows:) 


COU VP VEESSLOUUNS 97865 WV Setowwy 


Commodities offered for export sale on a competitive bid basis during calendar year 
1959; and estimated storage costs if such commodities had remained in inventory 
until Dec. ol; 1959 


r. 
~ 


A pproximate 





Purchas« costs for 
=: Commodity Unit of measure Quantity price Sales price | storage from 
3 old estimated estimated iverage date 
oh of sale t« 
oa Dec. 31, 1959 
x Upland cotton Bales : 526, 385 $76, 113, 205 $58, 707, 719 $1, 258, 060 
- Shelled peanut Pounds 16, 171, 000 2, 460, 000 1, 079, 000 33, 959 
=* Rice, milled Ilundredweights 940, 790 8, 231, 912 +, 718, 886 254, 013 
0° lung oil Pounds 25, 325, 000 ), 274, 000 340, 000 45, 585 
“2 } i dry lil 
oc Large lima Iiundredweights 7, 325 547, 454 331, 685 10, 319 
ieee Pea do : : 7, 458 51, 609 54, S7¢ 1, 342 
Pink. do 106, 126 700, 432 649, O17 19, 103 
oe Red kidney do 19, 249 159, 192 162, 784 3, 465 
= Small red ‘ do 321, 098 2, 135, 301 2, 107, 499 57, 798 
= Cottonseed oil 
- Crude : : Pounds... 117, 302, 000 12, 900, 000 13, 085, 000 351, 906 
E Refined a SR Ss ales 7 57, 500, 000 7, 320, 000 7, 525, 000 72, 500 
E Naval stores 
S Rosin : Drums ee 166, 218 6, 354, 813 7, 188, 630 29, 919 
= Turpentine Gallons- - - ini 572, 000 299, 614 292, 076 303, 160 
> Subtotal - hob tibeues : 122, 547, 532 99, 242, 172 2, 541, 129 
a Unrestricted use sales 
2 Peanuts, farmers’ stock Pounds... = 15, 072, 090 1, 537, 000 803, 000 () 
OG OL mckct asia biog : 124, 084, 532 100, 045, 172 2, 541, 129 


! Since portion sold for export cannot be determined, estimated storage costs are not included 
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Commodities offered for export sale on a competitive bid basis during calendar year 
1958; and estimated storage costs if such commodities had remained in inventory 


Commodity 


Upland cotton __-_-- 
Rice: 
Milled 
Rough. 
Tung oil. 
Barley 
Oats 
Rye eae 
Sorghums, grain 


Subtotal 
Unrestricted 
Peanuts 


use Sales: 


Total...... 


until December 31, 1959 


Unit of measure 


Bushel. abe 
ls cinerea 


Hundred weight _- 
_.do. Ee eee 
PR eee 
Bushel-_. 
-do- - 
<n fae r 
Hundredweight 


Pound 





1 Since portion sold for export cannot be determined, estimated storage costs are not included. 


Quantity 
sold 


18, 290, 754 


2, 173, 000 


4, 634, O89 
2, 550, 878 
60, 000 

46, 844, 450 
13, 563, 900 
4, 121, 667 
32, 045, 900 


22, 615, 000 


Purchase 
price 
(estimated) 


, 607, 055 


, 297, 260 


, 537,615 


2,040, 144 
13, 000 
502, 227 
"273, 979 
, 863, 567 
605, 374 


740, 221 
361, 000 


535, 101, 221 


| 


Sales price 
estimated) 


$23, 139, 595 | 

214, 165, 000 | 

| 

30, 155, 695 | 
8, 856, 553 

5,000 | 

45, 594, 390 | 
6, 893, 545 
4, 847, 234 
58, 129, 747 


786, 759 


391, 
3,074, 000 


394, 860, 759 


Approximate 
costs for 
storage from 
average date 
of sale to 
Dec. 31, 1959 


$4, 256, 167 
19, 013, 794 


3, 753, 612 
2, 066, 211 
324 

10, 900, 469 
2, 376, 395 
1, 038, 042 
14, 412, 003 


57, 817,017 


() 


57,817, 017 


Commodities offered for export sale on a competitive bid basis during calendar year 


1957; 


Commodity 


Corn 
Upland cotton___- 
Peanuts: 
Farmers stock 
Shelled 
Rice, milled 
Milk, dried ares 
Barley.-.... 
Beans, dry edible: 
Baby lima 
Great Northern. 
Large lima... 
POR une 
Pink. 
Red kidney 
Small red__. 
Flaxseed ___._ + 
Naval stores: Rosin 


Oats... 
Rye. , 
Sorghum, grain____ 


a 


Unit of measure 


Bushel. 
Bale...... 


Pound... 

__do ; _ 
Hundredweight_ 
Pound 
Bushel. 


Hundred weight 
. 
.do. 
do 
do 
do 
do is 
Bushel. 
Drum (517 
pounds) net. 
Bushel. 
do. 


Hundredweight__- 


Quantity 
sold 


364, 140 


5, 970, 261 


995, 000 
21), 906, 000 
959, 882 
, C36, 785 


2, 359, 242 


111, 879 | 


208, 236 


39, 139 | 
711, 320 | 


20, 620 
137, 
230, 821 


480, 000 | 
33, 657 | 


. tao 
53, 650 


840 


350 | 


Purchase 
price 
(estimated 


$237. 546, 209 


1, 026, 676, 0060 


922, 000 | 


3, 609, 000 
, 598, S58 
, O89, 761 


3, 406, 753 


5A4, 901 
, 380, 621 
380, 040 
5, 071, 700 
139, 391 


7, 833, 200 
, 307, 932 


10, 855, 476 | 


275, 135 | 


28, 652, 481 


11, 445, 060, 869 


, 117, 979 | 
. 583, 432 | 


Sales price 
estimated) 


and estimated storage costs if such commodities had remained in tnventory 
until Dec. 31, 1959 


Approximate 
costs for 
storage from 
average date 
of sale to 


| Dee. 31, 1959 


814, 542, 000 


} 
| 
| 
} 


50, 862, 172 


369, 593 | 


1, 198, 876 
258, 508 
3, 006, 350 


106, 733 } 


876, 457 

1, 550, 239 
37, 161, 100 
1, 255, 070 


8, 784, 931 
4,778, 566 
| 17,295, 057 


| 
$209, 054, 594 | 


5, 350, 000 | 
1, 876, 000 | 
5, 667, 083 | 

33, 284 | 





11, 164, 021, 613 | 


$61, 805, 398 
62, 687, 741 


857, 951 
203, 834 
, 295, $41 
54, 809 

, 306, 22% 


100, 691 
187, 412 
35, 225 
640, 188 
18, 558 

123, 615 
207, 739 
6, 568, 551 
30, 291 


4, 876, 614 
1, 743, 495 
6, 532, 193 


168, 376, 369 





Sorg! 


Unre 
Lir 
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Commodities offered for export sale on a competitive bid basis during calendar year 
1956; and estimated storage costs if such commodities had remained in inventory 
until December 31, 1959 


Commodity 


Corn. . . a8 
Cotton, upland _- 
Peanuts 
Shelled 
Farmers’ stock 
Rice 
Broken 
Mille d 
Rough. 
Wheat 
Milk and butterfat: 
Butter 
Cheese 
Milk, nonfat dry 
Barley : 
Beans, dry edible 
Baby lima- 
Large lima 


Small red_-_-- 
Great Northern 
Naval Storcs: 


Oats 

Seeds, hay and pasture: 
Birdsfoot trefoil 
Northern alfalfa 
Fescue . 

Sorghums, grain... 


Subtotal 
Unrestricted 
Linseed oil. 

Total_. 


Rosin... 


| Unit of measure 


Pound 
yee 


Hundredweight 
ee ea 

bets antlmenccka 

Bushel...- 


Pound... 
a 
do - 


Bushel 


Hundredweight 
do 


pounds). 
Bushel_.- 


ie aac 


Pound-. 
eaten 

AS” Eee 
Hundredweight 


sold 


29, 529, 


7, 230, 


96, 
34, 163, 
267, 


, 267, 


016 | 
31, 649 


, 134 | 


Quantity 


159 | 


153 


000 
000 


23 


298 | 


438 


2, 659 
. 368 


950 | 


824 


628 | 


, 155 


84, 

675, 
3, 094, 
2, 918, 


200, 000 


300 | 


000 


900 


4) 
400 
340 


Purchase 
} price 
(estimated) 


$46, 656, 072 
/1, 330, 209, 579 


15, 000 


3, 930, 000 


1, 571, 312 | 


46, 304, 979 
12, 384, 293 
, 028, 054 
2, 069, 708 
9, 408, 465 


25, 952 


, 942, 794 


, 105, 279 
244, 622 


3, 998, 340 


74, 237 


250, 439 | 


770, 282 
59, 273, 158 
11, 608, 121, 356 


5, 592, 000 


1, 613, 713, 356 


7, 504, 642 | 


36, 341, 950 | 


5R6, 842 | 


5, 399, O01 | 
695, 703 | 


730, 653 | 


Sales price 
(estimated) 


$43, 473. 
916, 439 


s 


1, 952. 


641 
3, 089 
, 967 
, 096 
499 
. 345, 
4, 309 
3, 340. 


327 


, 775 
3,944 
228, 

, 659. 
266, 


, 136 
. 743 


61 
109 


71, 427 


1, 164, 857 
3s 


| 5, 392. 


11, 170, 249 


903 


, 162 | 


, 000 | 


000 


698 


050 | 


, 419 


, 451 | 


808 
619 
660 


720 


339 


010 


017 | 


. 490 
, 204 


061 


947 


, O41 


213 
000 


352 | 





109 | 


002 


787 | 


864 | 


| Approximate 


costs for 


| Storage from 
average date 


of sale to 


| Dee. 31, 1959 


$16, 033. 152 
111, 223, 974 


1, 354 
481, 698 


505, 065 
8, 065, 193 
3, 043, 728 
3, 498, 860 


759, 313 
331, 849 

, 831 

20, 991, 729 


147, 589 

3, 350 
396, 104 
947, 457 
673, 891 
319, 571 


7, 755 


11, 212, 280 
6, 971, 292 


1,070 
8,510 

38, 989 

24, 050, 506 


209, 887, 210 


(1) 


213 | 209, 887, 210 


Since portion sold for export cannot be determined, estimated storage costs are not included. 
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Commodities offered for export sale on a competitive bid basis during calendar year 
1955: and estimated storage costs if such commodities had remained in inventory 


until Dec. 31, 1959 





Commodity; 


Dry 
Dry produ 
‘ lor ad 
Barley 
Beans, dry f 
Baby shy 
Pinto. ‘i 
Pink 
Qmeall r 
Gr Northern 
Cot ) dy auct 
Cotto i oi 
Crud 
Refined = 
Cotton i me ‘ 





Approximate 
ur St costs for 
Quantity price Sales price storage fron 
old timated estimated average dat 
of sale t 


Dee. 31, 1959 


























rthern alfal 
meer , winte ( y “Te I 
Hairy vetch. a 
Sorghums, grail 
Soybeans 
Tot 
(Commo fie ot ed 
194 a est aie 


Peanut 
Milk and butterf Whey 
iry 
Barley 
Bean drv ¢ ble 
faby ma 
e liz 





Cottonseed oi 
Crude 
Refined 

Flaxseed 
Linseed oil 
Oat 


I 

Seeds, winter cover crop 
Common vetech 

Sorghums, grain 





Tete... o... 











5, 097, 637 $8 258. 2K $7, 194, 366 
796, 860 2 451. 700 1, 553, 550 
10, 693, 174 24 3297. 000 13, 013, 929 
10, 000, 000 5 700. 000 3, 615, 971 
2 189, 369 755, 322 182 (53 
10, 698, 333 , 11, 733 944, 201 
51, 271, 377 830, 180 5 2, 153, 398 
1. 054. 10 0 14° 979 
{ 411 A? RRO 168, GR3 
67. 928. 885 81, 514, 700 62, 956, 723 47, 078.114 
ele 1 671, 615 384, 509 
134. 304 R32 999 401 
f 476, SOF 6S 1 977 
G. 42 » 4 l 2 1% 507, 435 
{ mM g5R AM) G5 69, 615 
50), 834, 80 6, 573, O0¢ 5, 833, 787 1, 525, 044 
200, 60 35.219. 000 30, 336. 162 6, 968, 718 
x 173 5, 621, 000 5 062, 511 4, 87-4, 963 
72 5, 113, 500 5, OBO, 551 1, 207, 412 
114, 511 2 17, 936, O04 12, 148, 091 S55, OR4 
> S00. 961 12. 423, 7™ Q 742.781 Q 200 060 
180. S54 7, 947, 200 4, 489, 224 4, O75, 892 
2 910, aR Ra4. 4K 270, 84{ 32, 45 
ORT TE 95. 400 44. 808 3 044 
19 @Qo 7 ¢ 2 O09 304 
K 397, 2 411, 391 61, 077 
770. 000 92, 400 66, 374 
90. 952. AO] 49 238. 400 40). 944, GOI 
4,494,116 9, 976, 900 10, 450, 855 
75 219, 441, 279 
; ] , ’ 
! ) ve eo hasis au nq caienda sear 
ich co? 0 fie had ren ained in nventory 
\ pproximate 
Purchase costs for 
Quantit price iles price storage from 
estimated estimated iverage date 
of sale to 
Dec. 31, 1959 
137, 040, 000 $14, 033, OO $9, 002, 923 $3, OO1, 17¢ 
1, R62, 301 R20, 406 371 645, 024 
$2990? 600 5, 709, 200 4,120, 915 3 456, 359 
369 2 380 731 
6. 549 » 319. 300 389, 147 
00 1. TOK 11, O88 
8, 431 560, GOL 110, 435 
114, &R0, 971 14. 668, 000 12, 664, 745 3, 784, 472 
254, 446, 000 44, 135, 000 27, 934, 000 8, 396, 718 
9, 081, 449 3A, 002, 100 21, FR5, 693 7, 844, O11 
70. 200, OOF 11, 698, 000 6, 144, 650 1, 340, 010 
3 585. 000 2 688, 750 2. 497, 550 2, 091, 663 
9. 125, 000 3,017, 500 2, 574, 188 1, 799, 854 
14, 460, 000 867, 600 491, 052 286, 308 
1, 696, 000 4, 240, 000 4, 485, 920 2, 682, 699 
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Commodities offered for export sale on a competitive bid basis during calendar year 
1953, and estimated storage costs if such commodities had remained in inventory 
until Dec. 31, 1959 


| Approximate 
Purchase | eosts for 
Commodity Unit of measure Quantity price Sales price | storage from 
sold (estimated) (estimated) | average date 
of sale to 
| Dec. 31, 1959 


Honey . Ore eee caste } 98, 185 $10, 100 $9, 098 $3, 633 
Beans, dry edible: Pea_...| Hundredweight__- 580, 457 4, 550, 800 1, 528, 329 1, 340, 855 
Total waieici cite weal Palas chasms anes ae atk : sot 4, 560, 900 , 037, 427 1, 344, 488 


Secretary Benson. There was no intention ever not to have even- 
tually moved it out of storage. No one expected to hold it until 
it deteriorated. 

Mr. Wuirren. Mr. Secretary, I believe you held cotton for 8 years. 
[ would like for the record to show that the Comptroller General said 
last year we were holding cotton off of world markets in violation 
of law. 

(The information requested follows:) 


Iexcerpr From GAO Aupir REporRT 
EXPORT PRICES FOR COTTON HAVE NOT BEEN COMPETITIVE IN THE WORLD MARKET 


Prices at which Commodity Credit Corporation has made cotton available for 
export for the 1958-59 marketing year have been maintained at levels in excess 
of competitive world prices. This action, in our opinion, does not comply with 
the requirements of section 203 of the Agricultural Act of 1956 (7 U.S.C. 1853). 

Section 203 of the Agricultural Act of 1956 provides in pertinent part, as 
follows: 

“In furtherance of the current policy of the Commodity Credit Corporation 
of offering surplus agricultural commodities for sale for export at competitive 
world prices, the Commodity Credit Corporation is directed to use its existing 
powers and authorities immediately upon the enactment of this act to encourage- 
the export of cotton by offering to make cotton available at prices not in excess 
of the level of prices at which cottons of comparable qualities are being offered 
in substantial quantity by other exporting countries * * *. Such quantities of 
cotton shall be sold as will reestablish and maintain the fair historical share of 
the world market for U.S. cotton, said volume to be determined by the Secretary 
of Agriculture.” 

On April 23, 1958, the Department of Agriculture announced that during the 
1958-59 marketing year Government-owned upland cotton would again be 
available for sale for export on a competitive bid basis and that this program 
would be supplemented by a payment-in-kind program to encourage exports 
from commercial stocks. Under the payment-in-kind program exporters of up- 
land cotton from normal trade sources earn a subsidy for each pound of cotton ex- 
ported. The subsidy so earned must be used by the exporters to purchase 
additional cotton from CCC. August 1, 1958, was established as the beginning 
date for exports under both programs. 

On May 12, 1958, the first bids under the 1958-59 competitive sales program 
were opened by CCC and a minimum acceptable price of 28.30 cents a pound 
for Middling l-inch cotton at average location was established. On May 29, 
1958, a payment rate of 6% cents a pound under the payment-in-kind program 
Was announced. The announcement also stated: “That rate of 64 cents per 
pound will be effective until changed and will be subject to change without prior 
notice.’’ [Italie added.] At the time of our review, February 1959, neither the 
minimum acceptable bid price of 28.30 cents nor the payment-in-kind subsidy 
rate of 6% cents had been changed since they were originally announced. 
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Through February 2, 1959, the Department of Agriculture had announced the 
following transactions under its 1958-59 cotton export program: 
Number of 


bales 
Sales by competitive bids 1, 941, 287 
Registrations under payment-in-kind program 232, 525 
Total be ; -- 2, 173, 812 


tecent publications by the Department of Agriculture state that U.S. exports 
are not likely to exceed 3.5 million bales in the 1958-59 marketing vear, compared 
with 5.7 million bales in 1957-58, and that world trade in cotton is estimated to 
be 13.1 million bales, a decline of 1.1 million bales from the 14.2 million bales 
exported in 1957-58. Based on these statements, the decline in U.S. exports 
during the year will be approximately twice as great as the decline in world 
exports. 

While the prices at which CCC has made cotton available for export have 
remained fixed, world market prices have declined according to publications of 
the Foreign Agricultural Service and the Agricultural Marketing Service of the 
Department of Agriculture. The November 1958 issue of the Cotton Situation, 
a publication by the Agricultural Marketing Service, stated in part: 

“Foreign spot prices have declined sharply in recent months and in October 
were well below the 1957-58 average. * * * Landed prices, c.i.f. major imports 
markets, clearly indicate that nearly all higher grade foreign growths are currently 
priced below comparable U.S. qualities. This reverses the situation which pre- 
vailed during most of the past 2 marketing years. Except for the lower grades, 
U.S. export prices currently average above a year ago.”’ 

A February 1959 publication of the Foreign Agricultural Service entitled 
“Foreign Crops and Markets”’ states in part: 

“In recent months, most importing countries have shifted substantially from 
U.S. cotton to lower priced foreign growths.” 

In a letter dated May 8, 1959, commenting on our report, the President, CCC, 
advised us as follows: 

“We do not agree that the requirements of section 203 of the Agricultural Act 
of 1956 have not been met. For the 3 marketing years subsequent to the enact- 
ment of this legislation, exports of cotton will have averaged over 5 million bales 
per year, which is in excess of the amount indicated in the legislative history as 
being considered the historical share of the world market for U.S. cotton. Also, 
in testimony before the subcommittee of the House Committee on Appropriations 
for 1960, Mr. Robert L. Farrington, General Counsel, U.S. Department of Agri- 
culture, made the following statement: 

‘Well, I just wanted to make the point, Mr. Chairman, that the word ‘‘annually” 
doesn’t appear anywhere in this section that we have been referring to and if the 
Secretary finds on the basis of the sale of some 15 million bales of cotton in 3 
vears, that he has reestablished and maintained the fair historical share of our 
market of cotton, I think the statute has been complied with.’ 

“The Secretary and other officials of the Department also discussed this 
subject at some length before this subcommittee. 

“This testimony is found in part I of the hearings, pages 8 to 28.”’ 

In our opinion, the failure of CCC to make cotton available for export at 
prices competitive in the world market during the 1958-59 marketing vear is 
contrary to section 203 of the Agricultural Act of 1956. 







RECOMMENDATION TO THE SECRETARY 





OF AGRICULTURE 





We recommend that the Secretary of Agriculture periodically adjust the prices 
at which CCC makes cotton available for export in order to keep U.S. cotton in 
a competitive position on the world market as required by section 203 of the 
Agricultural Act of 1956. 











COMMENTS OF DEPARTMENT OF AGRICULTURE 


EXPORT PRICES FOR COTTON HAVE NOT BEEN COMPETITIVE IN THE WORLD MARKET 






We do not agree that the requirements of section 203 of the Agricultural Act 
of 1956 have not been met. For the three marketing years subsequent to the 
enactment of this legislation, exports of cotton will have averaged over 5 million 
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bales per year, which is in excess of the amount indicated in the legislative 
history as being considered the historical share of the world market for U.S. 
cotton. Also, in testimony before the subcommittee of the House Committee 
on Appropriations for 1960, Mr. Robert L. Farrington, General Counsel, U.S. 
De partir ent of Agriculture, made the ae statement: 

“Well, I just wanted to make the point, Mr. Chairman, that the word ‘annually’ 
doesn’t appear anywhere in this section that we have been referring to and if 
the Secretary finds on the basis of the sale of some 15 million bales of cotton in 
8 vears, that he has reestablished and maintained the fair historical share of our 
market of cotton, I think the statute has been complied with.”’ 

The Secretary and other officials of the Department also discussed this subject 
at some length before this subcommittee. 

(This testimony is found in part I of the 1960 hearings, pp. 8-28.) 

Secretary BENson. Some of it was held a good many years before 
we ever came in, Mr. Chairman. 

Mr. Wuirren. I do not mean to say you inherited a rosy situation. 
| just mean that every time we have followed your views, the situa- 
tion has gotten worse, in my opinion. 

Secretary Benson. I do not agree with that, Mr. Chairman. 

Mr. Wuirren. I do not mean to question your sincerity. It is a 
matter of difference of views. We have put in the record the rela- 
tive position, so those who read the record may draw their own 
conclusion. 

Mr. Michel? 

Mr. Micuex. At this stage of the game, after all the hours of 
listening to the interrogation and the answers and the same thing 
gone over three, four, five, six times, it kind of wears one down to the 
point where he figures the record is pretty well made, and still when 
one finds himself in a position where he is in the distinct minority so 
far as the committee is concerned, you feel an obligation that you do 
have to say something for the record. 

I want to say to you, Mr. Secretary, that I think in answer to all 
the questions which have been asked of you, you have done an ad- 
mirable job in setting forth your position, the Department’s position, 
and the position of those of us who still like to feel that the overall 
objective in a long-range farm program is to get back to a free system 
from which this country grew to the position where it is today. 

Several references have been made here to comparisons in 1952 and 
what they are today and with your kind forbearance if we might just 
go to a few of them which to me are very glaring deficiencies in the 
record, as it will presently stand, I would like to go over just a couple 
of them if I might. 


DEPARTMENTAL ADMINISTRATION AND ORGANIZATION 


Before I do that, may I also compliment your assistant secretaries, 
and subordinates, who have appeared before us heretofore. 

Secretary Benson. Thank you. 

Mr. Micuet. They have done a good job. On the matter of 
organization, because it was raised earlier, how many employees are 
there in the Department of Agriculture? 

Secretary Benson. We could give you the figure. I do not have 
it offhand right now. 

Mr. Ropsnts. Approximately 70,000 full time at the present time 
and about 14,000 part time. 
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Mr. Micuer. 70,000 full time, roughly 14,000 per time. 
At home the largest manufacturing plant is the Caterpillar Tractor 
Co., with roughly 25,000 employees, less than a third of what you 
have. They have a president and executive vice president, and a 
number of vice presidents for this and this and that, et cetera, and 
so on down the line. The task is so big that the responsibilities have 
to be delegated. 

While vour secretaries and assistants have been referred to as layers 
of insulation, or whatever it might be termed, | frankly do not see 
how you could make your organization structure any better by the 
elimination of them. I know, likewise, of companies with considerably 
fewer employees than the one I mentioned, and one in particular, 
where a dominant president thought he could run the whole show, 
and was afraid to delegate authority. He was forced to sell in the 
end simply because he could not be every place at all times to see 
how the complete Operation Was proceeding and so I do not see how 
vou folks could get along any other way than in the manner you are. 
It is re quire d that you have several assistant secretaries and assistants 
to manage this tremendous operation in the Department of Agri- 
culture. Mr. Roberts may have a comment that he might like to 
make on administration of the Department in its organizational 
structure that he might want to put in the record to support that 
position. I would be glad to have it at this particular point. There 
is no need to enunciate it here, but if you have anything you think 
record should show to clear up that structure from an organization 
standpoint, feel free at this point to put it in in answer to my 
comments. 

Secretary Benson. | would be happy to have Mr. Roberts add 
anything that he cares to as Administrative Assistant Secretary. As 
a longtime employee in the Department, he is in a good position to 
look at this objectively. 

(The information referred to is as follows:) 

Prior to approval of Reorganization Plan No. 2 of 1958, general direction and 
policy guidance of the Departine nt was pro\ ided |} y the Secretary of Agriculture, 
the Under Secretary and one Assistant Secretary. Although responsibility for 
the general direction and coordination of certain functions and activities that 
crossed agency lines—such as research and statistical services, marketing policies 
and programs, flood control and water utilization, and departmental administra- 
tive staff services—was specifically assigned to the Under Secretary or the Assist- 
ant Secretary, all 20 agencies and staff offices of the Department reported to the 
Secretary of Agriculture. In view of the increased responsi’ ilities given the 
Department over the years and the rapid growth of many of its new activities, 
the Commission on Organization of the Executive Branch of the Government in 
1949 recomirended an increase in the number of Assistant Secretaries and a reor- 
ganization which would group and make possible better coordination of related 
progra’’s and activities. 

On March 25, 1953 the President submitted to the Congress Reorganization 
Plan No. 2 of 1953 proposing a reorganization of the Department of Agriculture 
sul stantially in accord with the recommendations of the Hoover Comission. 
This plan transferred to the Secretary of Agriculture funetions previously vested 
ly law in other offices and agencies of the Department, and provided for the 
establishment of two additienal Assistant Secretaries and a career Administrative 
Assistant Secretary to aid in supervising the work of the Department. The plan 
became effective June 4, 1958. 

With this new authority and the additional strength provided for departme ntal 
leadership, the Department was reorganized by grouping closely interrelated 
programs and services under the general direction of an Assistant Secretary or 
other group director as follows: 
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Assistant Secretary for Federal-States Relations: 


Agricultural Conservation Program Service. 
Agricultural Research Service. 
Farm Cooperative Service. 
Federal Extension Service. 
Forest Service. 
Soil Conservation Service. 
Assistant Secretary for Marketing and Foreign Agriculture: 
Agricultural Marketing Service. 
Commodity Exchange Authority. 
Foreign Agricultural Service. 
Assistant Secretary for Agricultural Stablilization: 
Commodity Credit Corporation. 
Commodity Stabilization Service. 
\gricultural stabilization and conservation committees. 
federal Crop Insurance Corporation. 
Director of Agricultural Credit Services: 
Farmers Home Administration. 
Rural Electrification Administration. 
Administrative Assistant Secretary— Departmental Administration 
Administrative management. 
Budget and finance. 
Hearing examiners. 
Information. 
Library. 
Personnel. 
Plant and operations. 

The Department of Agriculture is a large organization with many and varied 
services and activities on which net annual expenditures now total approximately 
$6 billion. It has over 9,700 offices and field locations throughout the world and 
presently employs more than 70,000 full-time and 13,000 part-time and inter- 
mittent employees. 

The Department’s activities and responsibilities include holdings and invest- 
ments exceeding $9 billion in price-support loans and inventories, over $3 billion 
of outstanding balances on electric and telephone loans, and approximately $1.1 
billion in outstanding balances on farm ownership and operating loans, direct and 
insured; it has the responsibility for administering 181 million acres of national 
forest lands in 41 States and Puerto Rico which include abou! one-third of the 
remaining sawtimber in the country; it is spending annually in excess of $100 
million for federally conducted agricultural and marketing research; it administers 
grants to States approximating $350 million for research, extension, education, 
cooperative forestry, and school lunch programs. At present, total expenditures 
for soil and water conservation and protection are in the neighborhood of $700 
million 

Receipts to the U.S. Treasury arising from Department of Agriculture activi- 
ties in the current fiscal year will exceed $1.1 billion. 

For an organization of this magnitude having responsibilities for administration 
f programs to assure the production and marketing of commodities to meet 
domestie and export needs for food and fiber, and which affect important aspects 
uthe life of every American and of many in foreign countries, the number of top 
lepartmental leadership positions in Agriculture is not excessive. The workload, 
the responsibilities assigned, and authorities exercised warrant fully the existence 
feach of them. Important interrelationships affecting not only services within 
the Department, but cooperative arrangements with educational institutions, 
State and other local governmental entities, private business enterprises, and 
ther organizations demand that general direction of related services be delegated 
specifically to a sufficient number of top-level Department officials to assure effec- 
live implementation of departmental policy, coordination, and administration. 

The existing organizational structure has proven highly satisfactory and is 
heeting adequately the demands of present-day conditions. Although the re- 
irganization of 1953 added two Assistant Secretaries and an Administrative 
Assistant Secretary to the staff of the immediate Office of the Secretary, the tran- 
sition from the organizational structure of 1952 was effected with a net reduction 
inthe total staff of the Office. There were 59 average annual positions in the 
Uffice in fiscal year 1953; there are 51.4 such positions in 1960. 
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Secretary Benson. May I say this, that after my appointment, and 
before we took office, I reactivated a committee, nonpartisan entirely, 
of experts who had been studying the organization of the De partment 
of Agriculture and asked them to complete their work, which they did, 
It was completed before I took office. Then we worked closely with 
the President’s Committee on Government Organization, composed 
of three men. We then studied the Hoover Commission reports 
carefully and on the basis of these studies and the best information we 
could obtain, we recommended certain changes in organization in the 
Department. Those were approved by the President and came for. 
ward to Congress as Reorganization Plan No. 2 of 1953. 

We are constantly looking for improvements, and if there are Sug- 
gestions for changes that would improve the effective operation of the 
Department, we welcome them, of course. 

Mr. Wuirren. I originally raised the point. If the gentleman will 
vield to me. 

Mr. Micue.. Yes. 

Mr. Wuirren. I will be glad for the Department to put in the ree- 
ord the organizational structure you have and that from which you 
changed. I did raise this earlier and I raised it as a question, not as 
a fixed opinion. I expressed my own views based on having sat here 
and worked with this problem for many vears before the change was 
made. 

I personally get a lot of information frequently from men actually 
handling the program. I have had complaints from people about 
inability to get through to you. There is no way for any man in 
office to comple tely satisfy all the people. I know that is not unusual 
We all have it in whatever work we are in. 

If you have not enough time to go around, you have to do the best 
vou can. I have no regrets about raising the issue. I think it is well 
to discuss it. We have had enough experience now and I think enoug! 
has been said to where it can be broadened. I do not wish to have tht 
record not show the changes. 

Secretary Benson. As vou know, we have carried out one of th 
recommendations of the Hoover Commission in making the Adminis 
trative Assistant Secretary a career man who continues from admin- 
istration to administration. I think it is a good provision, personally; 
I understand a number of the departments have it. 

Mr. Wuirren. Mr. Secretary, mention has been made of Mr. Rob- 
erts. Mr. Roberts is the Administrative Assistant Secretary of this 
Department. He has been for some years. Prior to that he was bud- 
get officer. We on the subcommittee have worked with him many 
years, and I do think that he knows more about the Department 0! 
Agriculture than anybody that I have dealt with. I am talking about 
the overall operations, and the various programs, and things of that 
sort. He deserves a commendation, and I am glad to put it in the 
record. 

If there was anyone who every knew any more, it was his predeces- 
sor, Mr. Jump, who trained Ralph Roberts. And to my mind Ralph 
is equally as good as Mr. Jump was, and Joe Wheeler and Charlie 
Grant who succeeded Ralph have been trained by him. 

I do think from the administrative standpoint nobody has done & 
better job than he in his present capacity. I know he does a fine job. 
We are glad to have this story in the record. 








L, and 
Arely, 
ment 
v did, 
- with 
posed 
»ports 
On We 
in. the 
ie for- 


€ Sug- 


of the 


in. will 


1e rec- 
h you 
not as 
t her 
re Was 


‘tually 
about 
nan Ih 
susual 


ie best 
is well 
‘noug! 
ive the 


of th 
1 minis- 
ndmin- 
onally; 


r. Rob- 


of this | 


is bud- 
| many 
nent of 
r about 
of that 


in the 


edeces- 
LR alph 
Charlie 


done & 
ine job. 


309 


I raise this pomt, because I get lots of pressures as chairman of this 
committee. If anything is going to be considered, I certainly do not 
want to wait until the hearings are closed and then suddenly consider 
it. I am not made that way. It is not always easy to bring things up 
like this, but if they are going to be brought up, I think they should be 
brought out on top of the table. This was brought up. We would be 
glad to have the story in the record. 


Thank you, Mr. Michel. 


PRODUCTION AND CONTROLS IN EARLY AND LATE 1950’s 


Mr. Micueu. One point I think has been made in some of the tables 
that will appear in the record. One that I cite particularly shows a 
net return to the farmer of 12 percent in 1952 and then the inference 
is made that in 1959 or 1960 that has dropped considerably to 8.8. 
Whenever anybody is getting 12 percent on their investment, I for one 
would like to get all I can. One does not ordinarily anticipate a return 
to the extent of 12 percent. The record should show that that was the 
Korean war period. From several of those tables which have been 
submitted we cannot escape the fact that the vears 1951, 1952, and 
1953 were Korean war years and that is no base upon which to predicate 
peacetime prices for farm commodities. 

A further comment has been made to the effect that the production 
base figure in 1951 was 104 and that it increased to 125 in 1959, and 
the comparison was made that as we had a 20 percent drop in price 
support this automatically resulted in a 20 percent increase in 
production. 

Well, if we are to say that this is the only consideration, I think 
then we are kidding ourselves because this kind of reasoning says in 
effect if | were growing corn in 1951 and I am growing corn in 1959 and 
1960 without any programs whatsoever, that I would have given no 
thought to what has been discovered by way of research in this field 
to increase my productivity. It discounts the human element—and | 
hope we never get away from it in this country—to get the most we 
can out of our “productive capacity, whether land or machinery, so 
long as we do not abuse it. There are abuses in my district. One 
fellow I know has 2,400 acres, every bit of it in corn, particularly 
since there have been no controls on it. This is pushing it to the 
extreme and I do not countenance what this fellow does. It has been 
done and we know it has, but I think it is wrong to assume that just 
through one’s normal desire to make an extra dollar we would not 
have employ ed some of the practices we have employed to increase our 
productivity regardless of whether there was a farm program or not. 

I think at one point in the testimony you were asked, Mr. Secre- 
tary—since you do not now embrace the philosophy that we ought to 
have controls, that in 1951 or 1952 you would have liked to have had 
controls, and you did not have any controls at that particular time. 
But I do not think it was mentioned there were in effect rigid supports 
at the same time and that would make the difference for the kind of 
answer you gave, I believe. 

If you will remember, yesterday you were asked directly, ‘““Why, 
then, today do you want to move in the opposite direction?” 

Secretary Benson. Wartime incentives were still in operation. 
They were intended, of course, for use in wartime, when there was a 
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need for greater produc tion, and the controls were meant to be a part 
of our overall program in peacetime when there was not this insatiable 
demand for production. Here we found ourselves with a high incen- 
tive and no controls. That was the situation when we came in. 


NORMAL YIELD DEFINED 


Mr. Micuen. There has been mention made of normal yields and 
you predicated your figures on normal yield. 

Secretary BENSON. We have to do that in the De partment. It is 
the only thing we can go by. Nobody knows what the weather will be. 

Mr. Micuent. What do you use as a basis for computing normal 
vield? 

Secretary Benson. I would like Mr. Sorkin to comment on that. 

Mr. Micueu. For the sake of time, insert in the record what you 
use in computing normal yield. 

Secretary Benson. We will prepare it and insert it in the record. 

(The information referred to follows:) 


YIELD Usep to Convert NationaL Quota INro NaTIONAL ALLOTMENTS 
(Tonacco SratTe ALLOTMENTs) 
Wheat 
‘‘National average yield” is the national average vield per planted acre during 
the 10 calendar years preceding the year in which such national average yield is 
used adjusted for abnormal weather conditions and for trends in yields. 
( otton, upland 

National average yield” shall be based upon the national average yield per acre 
of cotton for the 4 years immediately preceding the calendar years in whieh the 
national marketing quota is proclaimed. 

Rice 

“National average vield”’ for the 5 calendar years immediately preceding the 
calendar year for which such national average yield is determined. 
Peanuts 

“National average yvield’”’ per acre in the 5 years preceding the year in which 
the quota is proclaimed, with such adjustments as may be found necessary to 
correct for trends in vields and for abnormal conditions of production affecting 
vields in such 5 vears. 

Tobacco 

Quot: 1 allotted to States based on the total production in each State during the 
5 calendar years immediately preceding the calendar vear in which the quota is 
proclaimed, plus in applicable years, acreage diverted under the previous agti- 
cultural and conservation programs and sueh adjustments determined necessary 
to make corrections for abnormal conditions of production, for small farms, and 
for trends in production, giving due consideration to seedbed and fother plant 
diseases during such 5-year period. 

Corn 

“National average yield’ in the commercial area during the 5 calendar years 
immediately preceding such calendar year, adjusted for abnormal weather condi- 
tions. 

Mr. Micure,. My second question is—and I feel sure you can answer 
it now—Do you change this base? In other words, if it is predicated 
upon a history of the last 3 years for my county, for instance, that 
3-vear period of 1957, 1958, and 1959 is going to be considerably 
different than 1951, 1952, and 1953. 

Secretary Benson. Right. 

Mr. Micuet. And that is constantly changed and amended? 





















part 
able 
cen- 


and 


It is 
I be. 


rmal 


ut. 
you 


rd. 


NTS 


uring 
eld is 


r acre 
h the 


g the 


which 
ry to 
eting 


1@ the 
ota is 
agri- 
‘ssary 
and 


plant 


vea;4s 
a yndi- 


iswer 
rated 

that 
rably 


311 


Secretary Benson. To make it realistic we have to keep the base 
on a close period of years and take into account trends in production. 


STORAGE COSTS 


Mr. Micuet. There has been concern expressed over storage costs 
during the course of the hearing, and I, too, share the concern about 
the overall cost of storing this tremendous amount of surplus agri- 
cultural commodities, and I am inclined to think at times maybe the 
rate is too high. I am curious to know whether consideration is being 
given to lowering it? 

Secretary Benson. Consideration has been given to it. I would 
like Mr. McLain to comment on it. 

Mr. McLain. It has been given consideration and there will be a 
substantial reduction in rates. That problem has pretty well been 
solved. New techniques that have come about in the storage of grain 
in the last few vears have demonstrated it can be stored cheaper. 

Mr. Micueu. The chairman has raised the question of putting it 
out on bids, possibly. The idea appeals to me because I like to think 
of anything the Government does being on an open competitive bid 
basis, and as long as it is the kind of job that comes up to specifications, 
[ think we ought to take the lowest bid. 

The only question I raise is in connection with a situation such as 
this: Here | am with a storage capacity knowing in my own area 
there is a big supplv that you have to get under cover, and I might 
have a chance to make an extra dollar, and under those circumstances 
| may hold you up, because the only time you are looking for storage is 
when you have to have it. 

Secretary Benson. This problem has been studied by our predeces- 
sors and ourselves and each time it is studied we reach the conclusion 
it would be unwise and unprofitable to try to operate on a bid basis 
with a vast program of storing grain. 

Mr. Micuet. It isjust impractical to give serious consideration to that? 

Secretary Benson. Yes. 


COMPARISON OF CASH CORN PRICE AND PRICE OF HOGS 


Mr. Micuev. One final question in this area on the price of corn and 
the price of hogs and the production of each in a given number of years. 

As I recall, way back in a class in college in farm management we 
talked about the corn-hog ratio, which we must contend with all the 
time. If it is more profitable to sell corn than feed it to the hogs we 
will sell it; and if it is more profitable to feed it to the hogs, we will 
feed it to the hogs. It is that simple. 

But do you have available in the Department figures for, say, the 
last 20 years on a given date, the same date in the. year, the price of 
corn and the price ‘of hogs, and also in that year the total number of 
hogs raised and the total amount of bushels of corn produced? | 
think if you could supply a graph—Mr. Wells in his statistics could 
probably do it—I am sure there would be a definite correlation in those 
figures if we took a span of 20 years, with some give and take in the 
war years. 

Secretary Benson. We can provide it for the record. I am sure 
we have the basic data required. 

(The information follows:) 
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Hog-corn price ratio, corn production, and number of pigs raised, United States, 
1987-59 











| | | 
| Hog-corn | i | Hog-corn| 
price | Corn pro- Pigs || price | Corn pro- Pigs 
Year ratio, | duction | raised | Year ratio, | duction raised 
annual | annual | 
| average ! | i| | average ! | 
canes atone ‘ | nine | cpanel ] steer eenpiesenl eapiciapsencinineansan pereaioeaeuesieietnanenined osiaseueenunain 
1,000 bu shels| 1, 000 head | i 1,000 bushels| 1,000 head 
1937... : = 11.1 | 2,642,978 03510 1) $0003.55... 15.7 | 3,237, 749 93, 244 
1938 : see 16.0 | 2,548, 753 | 71,855 || 1950_........-- 13.7 | 3,074, 914 97, 381 
ee 13.3 | 2, 580, 985 Ob, SRR BOB n cp cncsnsidnn nil 12.4 2, 925, 758 100, 586 
ee ere Le 9.2 | 2, 457, 146 pol ee 11.0 3, 291, 994 88, 829 
aks 6ostpeaecel 14.2 2, 651, 889 OL000 4! 1960, cose cnn enus | 15.0 3, 209, 896 77, 914 
a 16.5 | 3,068,562 | 104,903 || 1954.........---_-| 15.0 | 3,057, 891 86, 830 
1943 i 13.6 | 2,965, 980 | 121, 807 || EPA Se tcatcisvecticticas 11.8 | 3,229, 743 95, 719 
1944. 11.6 | 3,087, 982 86, 659 tas onsite 11.2 3, 455, 283 89, 572 
1945 12.8 | 2,868,795 | 86, 827 | oe 15.5 3, 422, 331 87, 960 
1946 12.6 | 3,217,076 | 82,694 || 1958___- eset 18.6 | 3,800, 863 94, 499 
1947_.. 13.6 | 2,354, 739 | BE Se) APOP oa wacadeecuna 13.2 | 4,361,170 101, 636 
1948. 13.0 | 3,605,078 | 83,826 || | 


| 1} 





1 Price received by farmers for hogs divided by price received for corn. 
2 Preliminary. 


Source: Compiled from “Grain and Feed Statistics,”’ “Crop Production” report, and ‘“‘Pig Crop”’ report. 


Mr. Micuer. That is all I specifically would like to ask, Mr. 
Chairman. 

Mr. Horan. Mr. Chairman. 

Mr. Wuairren. Mr. Horan. 


FOOD-FOR-PEACE PROGRAM 


Mr. Horan. Thinking about more publicity for our food-for-peace 
program, I think we have had too much publicity in the missile field. 
I think the United States of America is doing more for peace through 
the food-for-peace program than has ever occurred before in history. 
Since we are doing it I want to commend every church that is giving 
publicity to this effort. I think it means more to America than 
sputnik means to Russia. 

Since I happen to be a member of the Presbyterian Church, and 
since I happened to notice the article I mentioned yesterday, I want 
to commend them and every church in the United States that is 
doing work in this field, trying to get the story of the big heart of 
America over. Some may criticize that program; I think it is prob- 
ably subject to some criticism; but since we are doing it I think we 
ought to wring the last ounce of credit for it for the people of the 
United States. 

I would like to enlarge that to cover any church in our realm that 
is making an effort along that line. I know your church, Mr. Secre- 
tary, is making a big effort along this line, and I know the Catholic 
Church is, and I think the story needs to be told. As I said yesterday, 
I think every church should be commended for its efforts along this 
line. I think somebody—perhaps yourself, Mr. Secretary—should 
write to the editor of Presbyterian Life and commend them for this 
article, as well as any other church that is working in this program. 

Secretary Benson. May I say we have a very fine working relation- 
ship with the church leaders of all faiths, I think. I have had them 
in my office and have discussed the distribution of our surplus food to 
the needy. I think they have done a commendable job on the whole, 
and out people in FAS have constant association with them. They 
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are entitled to a lot of credit and I think we could give the program 
more oe ity. There have been brochures prepared by them and 
by us, but we will be glad to take your suggestion, which I am sure 
manos nts the views of other members of the committee. 

Mr. Wuirten. Mr. Secretary, we appreciate the way you have 
approached these hearings. Certainly there are no_ personalities 
involved in our differences of viewpoint. We try to develop the 
record to show the whole Story. I have frequently said | try to ask 
the hardest questions 1 can, because only by asking the questions do 
the answers get in the record. I have always tried to see that the 
Department gave its best answers, and if in our zeal we have not done 
that, it is regrettable. I trust we have. 

We have worked with this matter on this side of the table for many 
years. You have worked on it in your present capacity for 8 years 
and you worked with agriculture longer than that. So it is possible 
in that period of years we have formed definite opinions. I think the 
record is rather complete and I think both sides were rather fully 
presented. That is presuming people will read our hearings. 

As a Mississippi Democrat, I say we are not in close touch with 
either party. So we are not too conscious of whether the folks in 
your Department are Republicans or Democrats. So that does not 
enter into it. But the people from your Department who have come 
up here, including the people with you here today, have impressed us 
with their ability and their sincerity in dealing with the program and 
with the strength with which they defend them, which is in order too. 

Mr. Secretary, there is one matter which I wish to call to your 
attention, because we have had it up with other members of the 
Department. 

CLASSING OF CCC COTTON 


It has been testified that in grading cotton—and cotton is one of 
the biggest investments of the Commodity Credit Corporation—that 
it is not an exect science, but it is a matter of judgment by the classer. 

The year before last we had an investigation and it developed that 
cotton belonging to the Commodity Credit Corporation had been sold 
and after the sale had been reclassed and about $166 million in rebates 
have been paid to the buyers of American cotton. Some of them 
bought tremendous amounts. 

I would like to record at this point to have a table included showing 
those rebates. 

(The information requested follows:) 


Uptanp Corron Export SALES 


Refunds made on weight and grade settlements ane adjustments on short rejected bales 
April 1956 through August 1959 
Fiscal year: Value of refunds 


Pere to oe ce) donne : $4, 544, 751 
MNO E sick : hab dis 7 Suse sea! (Sl, B21, 
Ll ee eS eee a tee ae rea Pa aa aad on 62, 474, 376 
1 Se cli RS pats ee 11, 639, 154 
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Cotton sold after August 1, 1959, has been sold without option by the purchaser 
to have the cotton reclassed. 
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Mr. Wuirren. When we called it to your attention last year you 
had not had it reclassed, and I commend you for that. Those who 
were the recipients of those rebates were not happy to lose it. I do 
not question their desire as businessmen to have that source of income 
if it is possible. 

Their views as to the soundness of the approach differs from my own. 

The other thing that causes me to get into this matter is that the 
cotton shippers, in an effort to get that privilege restored, have 
sponsored a provision which provides that the Corporation sell the 
cotton to them, and that they pay 90 to 95 percent of the purchase 
price, and they get the benefit of former rebates in the form of a 
discount. 

| have opposed this proposal and I would like to state for the record 
why. 

First, the big international shippers are the ones who get most of 
the rebates. JI am advised that the same shippers own tremendous 
numbers of warehouses that have CCC cotton in them; the cotton has 
already been classed and it makes it very easy for the warehouseman 
to check that cotton before he buys it. For that reason, the smaller 
folks in the cotton trade have convinced me that it gives the larger 
operators a tremendous advantage if you give the reclass privilege 
after sale. 

To be thoroughly fair with everybody, it is my feeling, particularly 
in view of our responsibility to get as much for our commodities as 
we can for the protection of the Treasury, that if it is to be reclassed 
that the Government itself should make the determination by spot 
check as to whether there has been sufficient change to necessitate 
reclassing. I have become convinced by all the smaller folks in the 
trade that, if cotton needs to be reclassed, that cotton should be 
offered by samples or listed in the catalog so that the whole trade 
would have an equal opportunity in buying it. I am not opposing 
reclassing if the Government thinks it is necessary, but | am opposing 
reclassing it after it is sold. 

Mr. Horan. Why not charge the cost of reclassing to the trade 
rather than to the Government? 

Mr. Wuirren. It has been testified that if we reclass before sale, 
the cost of reclassing would be on the Government—that is up to the 
Government. 

The points I am trying to make are three: 

(1) The Government should by spot check decide for itself whether 
it ought to be reclassed. This would protect producers the following 
vear. 

(2) They ought to reclass prior to sale and not after it is sold so 
that = rybody has an equal opportunity. 

(3) Unless the Government makes a determination that there has 
been some change in it, these very same shippers who are putting the 
pressure on to go back to the old program of rebates, or a similar one 
where you would give discounts instead of rebates, would be insisting 
that vou are grading too high to the farmer to begin with. Based on 
my experience through the years, the farmers think you are too tight, 
and the buyers think you are not tight enough. 

Secretary Benson. You have raised this question before. 
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Mr. Wuirten. Yes, and I raised it with Mr. McLain the other 
day. But I wanted to raise it with vou personally, because I feel 
very strongly about it. 

| would urge you to give further consideration to this reclass busi- 
ness or discount business and that vou confer with us. It is an area 
in which I would certainly make recommendations to the subcom- 
mittee to take action that would lead to fairness and prevent any 
reclass being visited upon the farmers the next year by tighter ¢ lassing, 
That, in my opinion, would better protect the Corporation’s assets by 
getting true competition in sale. 

May I say, when vou took away this right of rebate vou certainly 
had our support?) That was a decision based on a joint hearing, and 
I stand by vou in that and | commend you for it. But in connection 
with this thing there are a lot of pressures when you start de aling 
with $166 million, and I am willing to stand pat on my part of it. 

I would like to read some of the letters I am getting from people 
on this. Here is one: 

I wish to commend you for the stand that you have taken in not allowing the 
C.C.C. stocks of cotton to be reclassed at time of purchase by the cotton trade, 

Of course you cannot class it at time of purchase. You have to do 
it before or after. (Continuing quoting: ) 

In past seasons when the C.C.C. stocks of cotton were made available to the 
trade on a “reclass at time of purchase basis,” the big shippers and large cotton 
interests bypassed the current crops and bought cotton from the C.C.C. because 
of the huge claims they are able to pick up on some of the cotton. This reclass 
of course, is at the option of the buyer and when he receives a list of cotton that 
is of good value, he does not request a reclass. In other words, keeping the 
good values but demanding reclass on the ones where he can pick up some easy 
money. 

While I think the original Government class should continue to govern until 
the bale is sold to the trade, I do not think that the practice of reclassing all the 
cotton before it is offered to the trade is too bad and if there has to be a reclass, 
in my opinion, it would be the lesser of the two evils. A great many of the 
cotton trade say they want only what they pay for, but actually I think they are 
trying to get more than they pay re because they have never taken too kindly 
to the practice of reclassing all the C.C.C. stocks before the vy are offered for sale, 
even though in this way the cotton is classed nearly 100 percent correctly. 

I am convinced of the soundness of my position by those who have 
written similar letters. 

Again, this is a matter within the control of the Department, and 
we would urge you to counsel with this subcommittee if thought is 
given to returning to the old approach or a similar one. 

The shippers say if you quit the old »pproach you would not sell 
cotton, but the record shows you sold approximately 6 million bales 
last year. We will continue to insist that you sell cotton to the same 
extent. 

In a hearing before another committee I asked representatives of the 
shippers if they were willing to show their books, and show what they 
lost in resales if any. Of course they said they did not want us to 
look at their books, and that is natural. 

I think the Government ought to make its own determination. We 
should not be spending money reclassing cotton after it is sold, 
anyway. 

| just wanted to mention that to you so that you will be aware of the 


problem. 
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Again, Mr. Secretary, we have the highest personal regard for you. 
We do not question your sincerity. There are facts on the record 
that support some parts of your beliefs. We recognize that. We 
in turn have our beliefs, and I believe the records support them. 
] think it is the American system to put all the facts on the record. 

You certainly have been courteous to us and we hope we have been 
with you. It is a pleasure to work with your Department; and this 
committee is proud of the people you have had here representing your 
Department. They have represented you and your De partment well. 
And again I will say, if I have not asked the hardest questions it is 
because I could not think of them. 

Secretary Benson. You have done very well, Mr. Chairman. 
Thank vou. 


Monpay, Marcu 14, 1960. 


FARM CREDIT ADMINISTRATION 


WITNESSES 


LOUIS V. RITTER, CHAIRMAN, FEDERAL FARM CREDIT BOARD 
ROBERT B. TOOTELL, GOVERNOR 

JOHN C. BAGWELL, GENERAL COUNSEL 

FRED W. GILMORE, DIRECTOR, LAND BANK SERVICE 

JAMES E. PITTS, JR., BUDGET OFFICER 


LIMITATION ON ADMINISTRATIVE EXPENSES 


Program and financing 


{1959 actual | 1960 estimate’) 1961 estimate 


Program by activities 

1, Supervision and examination of farm credit banks and 

associations (total program costs) 2, 069, 025 $2,131,718 | $2, 480, 000 
2. Relation of costs to obligations: Costs financed from 

obligations of other years (unpaid undelivered orders), 


net (—)...... : 18, 027 —6, 718 
Total program (obligations) 2, 050, 998 2, 125, 000 2, 480, 000 
Financing: Unobligated balance no longer available 74, 002 
Limitation in i 2, 125, GOO 2, 125, 000 2, 480, 000 
ws 
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Ooject classification 


1959 actual 1960 estimate 1961 estimate 


Total number of permanent positions 213 220 242 
Average number of all employees 212 213 240 
Number of employees at end of year- 210 205 240 
Average GS grade and salary- -. 9.0 $7,479 | 9.2 $7,672 | 9.3 $7, 643 
01 Personal services: 
Permanent positions. $1, 538, 579 $1, 614, 300 | $1, 854, 700 
Positions other than permanent: Board com- 
pensation. , 34, 233 38, 000 38, 000 
Other personal services - - - - : 20, 937 18, 800 13, 300 
Total personal services J, 593, 749 1, 671, 100 1, 906, 000 
02 Travel 247,119 271, 000 365, 000 
03 Transportation of things 2, 600 2, 500 2, 500 
04 Communication services 25, 418 28, GOO 28, 000 
06 Printing and reproduction 11, 233 9, 800 9, 800 
07 Other contractual services 16, 326 16, 281 20, 000 
Services performed by other agencies 9, 750 10, 724 10, 700 
08 Supplies and materials 16, 982 10, 313 10, 000 
09 Equipment ania 42,017 2, 000 2, 000 
11 Grants, subsidies, and contributions 102, 429 108, 000 124, 000 
13 Refunds, awards, and indemnities 1, 200 1, 500 1, 500 
15 l'axes and assessments 202 SCO 500 
Total costs 2, 069, 025 2, 131, 718 2, 480, 000 
Costs financed from obligations of other years, net_ -- —18, 027 —6, 718 
Total obligations___. ; 2, 050, 998 2, 125, 000 2, 480, 000 


Mr. Wuirren. Gentlemen, we now come to the Farm Credit 
Administration. 


JUSTIFICATION OF THE EstTIMATES 
At this point in the record I would like to have the entire justifica- 
tions inserted. 
(The justifications follow:) 


FarmM Crepit ADMINISTRATION 


PURPOSE STATEMENT 


The Administration provides supervision, examination, facilities, and services 
to a coordinated system of farm credit banks and associations which make loans 
to farmers and their cooperatives. A fundamental principle of supervision is 
the encouragement and development of agricultural cooperative agencies, with 
complete farmer ownership the ultimate objective of the agencies supervised. 
Services and facilities furnished by the Administration facilitate the operations 
of the several agencies and their progress toward farmer ownership. Typical 
services are: Custody of collateral for bonds and debentures, assistance in finane- 
ing and investments, credit analysis, development of land appraisal standards 
and policies, preparation of reports and budgets, and preparation and distribution 
of information on farm credit. All the expense of this activity is paid by assess- 
ments collected from the banks and associations comprising the farm credit system. 

Since December 3, 1953, the Administration has been an independent agency 
under the direction of a Federal Farm Credit Board (12 U.S.C. 636). The 
Administration was originally created by Executive Order No. 6084 on May 27, 
1933, and was transferred to the Department of Agriculture on July 1, 1939, by 
feorganization Plan No. 1. 

On December 31, 1959, the Administration had 241 full-time employees of 
whom 112 are in Washington. The 129 field employees are farm loan registrars, 
reviewing appraisers, and farm credit examiners. This increase resulted from 
the transfer of 37 employees from the Federal land banks to the Farm Credit 
Administration payroll on December 31, 1959. This transfer was necessary to 
carry out Public Law 86-168, approved August 18, 1959. Prior to the transfer 
these were Farm Credit Administration employees but were paid by the banks. 
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(a) Administrative expenses 


[Authorization for the obligation of assessments collected from farm credit banks and associations] 


Timiteion, Leeo, SRO DOGG 1Ol TUG) << oa ndiwiwsctueuducuwacuencecoes $2, 125, 000 
Raawct eeteihata SUG) fh Bh J cies LY 2, 480, 000 
Change sass se He lowe Se wl bbeus. OU Se +355, 000 


The inerease of $355,000 is due to carrying out Public Law 86-168, approved 
August 18, 1959. The transfer of 37 employees from the Federal land bank pay- 
roll to Farm Credit Administration payroll was effective December 31, 1959. 


Program 


Program 1959 1960 estimate Change 1961 estimate 





Supervision and examination of farm credit 





benkes and ‘associations. .......5.2-5....<..... $2, 050, 998 2, 125, 000 +-$355, 000 $2, 480, 000 
WNSGT DRI ioe ie ada cde TRE Bo hina di cncinnine puwdeb quldsutbladbedudie Sumani 
Limitation or estimate.................-. 2, 125, 000 2, 125, 000 +355, 000 2, 480, 000 

| | ! 





STATUS OF PROGRAM 
Supervision and examination of farm credit banks and associations 

Farm Credit Administration is a supervisory agency established to provide the 
banks and associations comprising the farm credit system with centralized and 
coordinated supervision and examination, and to furnish facilities and services 
which are essential to the operation of the system and to its progréss toward 
becoming wholly farmer owned. 

The Farm Credit Act of 1953 established the Farm Credit Administration as an 
independent agency and created a Federal Farm Credit Board which has responsi- 
bility for the direction, supervision, and control of the Administration and its 
operations (12 U.S.C. 636). The Board consists of 13 members; 12 appointed by 
the President with the advice and consent of the Senate, the 13th designated by 
the Secretary of Agriculture. In making appointments to the Board, the President 
considers nominations made by the national farm loan associations, the production 
credit associations,.and borrowing farmer cooperatives in each of the 12 farm 
credit districts. The act reaffirms the concept of progressively greater borrower 
participation in the management, control, and ultimate ownership of the credit 
agencies supervised by Farm Credit Administration. Progress toward this ob- 
jective since December 4, 1953, the effective date of the act, and other develop- 
ments are outlined in the section headed ‘‘The Farm Credit System.” 

Significance of the program.—KEffective Farm Credit Administration supervi- 
sion and examination have promoted the development of the Farm Credit System. 
The System has developed sound administrative management and the facilities 
and services made available by the Administration have enabled it to serve farmers 
well. The steady increase in the number of farmers participating in cooperative 
credit indicates their confidence in the farm credit system, and demonstrates 
that with effective leadership such a credit system is desirable and feasible. 
Objectives of the farm credit system which can be attained best through coordi- 
nated effort under central supervision are to assure farmers a permanent source of 
credit by strengthening the farm credit banks and associations; to assure depend- 
able sources of loan funds, which are of first importance to any credit system, by 
maintaining the confidence of investors in farm credit securities through adherence 
to sound credit principles and maintenance of strong financial structures; to 
accomplish the retirement of Government capital without impairing the effective- 
hess of the system. 

TRENDS IN AGRICULTURAL CREDIT 


In serving farmers’ credit needs, the Farm Credit Administration and the 
banks and associations which it supervises closely follow trends in agriculture and 
in economic conditions related to agriculture. Amounts of credit used by farmers 
are affected by changes in farm income and in the level of costs paid by farmers. 
Fluctuations in the volume of farm production also influence farmers’ credit needs. 
Quantities of capital used in agriculture are affected by adjustments which farmers 
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make to adapt their operations to technological developments and to shifts in 
the demand for farm products. 


Agriculiural situation 

Incomes received by farmers in the United States decreased during 1959, 
Gross income received by farmers totaled (37 billion or 3 percent less than the 
record gross of $38.3 billion received in 1958, This decline in gross income re- 
sulted in part from a somewhat lower level of commodity prices received by 
farmers. Government payments to farmers also were smaller in 1959 due to the 
cutback in the soil bank program. The decrease in commodity prices received 
by farmers was caused mainly by large supplies resulting from a record production 
of crops and livestock in both 1958 and 1959. The largest decreases in prices 
received by farmers occurred in prices of hogs, breilers, and eggs. Prices of most 
other products showed smaller changes. 

Net income received by farmers in 1959 amounted to $11.2 billion. This 
represented 2 15-percent decrease from the net of $13.1 billion for 1958 which 
was the highest net received since the alltime peak in 1952. The sharp reduction 
in net income resulted from the combined effects of a lower gross income and a 
higher level of farm costs. Farm costs increased by $600 million last year not 
only because larger expenditures were needed to finance a record output but also 
due to a higher level of prices paid for items purchased. A substantial part of 
farmers’ costs consists of manufactured items for which prices have been rising in 
recent years. 


Farm income and tndexes of prices received and paid by farmers, United States 


| 








Farm income (billions) | Indexes of prices (1910-14-100) 

Calendar year Gross Production} Net income Prices | Prices Parity 

income costs received paid ratio 
1940. __ Bate take $11.0 $6.7 $4.3 100 | 124 81 
1950 . . . ss 34.5 19.3 13.2 25 256 101 
1953 ; 5 caaeibins 35.3 21.4 13.9 277 92 
1954 <a : a) 33.9 | 21.7 12.2 277 89 
1955 : z -| 33.3 21.8 11.5 | 276 M 
1956 - : : nies el 34.6 22. 6 12.0 | 278 83 
1957 - i a 34.4 23.4 | 11.0 3: 286 82 
1958 — 3 38.3 25.2 13.1 f 293 | 85 
a Se Se 37.0 | 25. 8 | 11.2 242 208 80 


| 
| 
| 
| 


1 Preliminary. 


Financial position of farmers 

The total value of farm assets increased to $208.2 billion at the end of 1959 as 
compared with assets of $203.1 billion held by farmers at the end of 1958. While 
the value of farm assets went up by $5.1 billion during 1959, this increase was 
smaller than the average rise in assets experienced in the last 5 years. As has been 
true in recent years, higher prices of farm real estate accounted for about half of 
the rise in the value of farm assets. Increases in numbers of cattle held on farms 
and purchases of motor vehicles and farm machinery were important factors con- 
tributing to the rise in non-real-estate assets. 

Total debts owed by farmers increased from $20.8 billion at the end of 1958 to 
$22.6 billion at the end of 1959. This increase reflected a continuation of the 
rising trend in farm debts experienced since World War II. Factors accounting 
for the upward trend in debts have included higher levels of farmland values which 
have increased the amounts of capital needed by beginning farmers. Higher 
levels of prices paid by farmers for items used in production have increased the 
amounts of credit needed to finance annual farm operating costs. Farmers also 
have increased their debts to obtain funds to finance enlargements of their farms 
and to make adjustments in theic operations. During 1959 total farm real estate 
debt increased from $11.3 billion at the beginning of the year to $12 billion at the 
end of the year. Non-real-estate debt (excluding CCC loans) increased from 
$9.5 billion to $10.6 billion during 1959. 
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Farm assets and debts, United States 


[In billions of dollars] 


_ 


As of Dec. 31— 














Item = sepihiiiainintapiaaatiait tia 
1959: | 1958 | 1957 | 1956 | 1950 | 1940 
a nuit | in bitline 
| 
Farm assets: 
enue Stes sod ae 128. 6 125.1 | 116.3] 109.5 86.8 34.4 
BONNE ewo dew dcacedtencpanceancnatt 79.6 | 78.0 | 70.1 | 66.9 ae 20.7 
a iia chon sinda atin | 208.2 | 203.1 | 196.4) 176.4] 149.6) 55.1 
Farm debts: | | ; 
eh NON. ccsieaaccieccns Speen 12.0 | 11.3 10. 5 | 9.9 6.1 6.5 
RGOTOR O0tO06 9. o.s5 ogc ncanecacadoxgn 10. 6 | 9.5 8.5 | 8.0 6.2 3.3 
ras eo nee i 22.6 20.8 | 19.0 | 17.9 12.3 9.8 
j | 
| | t 











1 Preliminary, ‘ f 
41 Excludes Commodity Credit Corporation price support loans. 


Although farm debts have been rising, they amount to only 11 percent of the 
total farm assets, thus indicating that agriculture as a whole is in a relatively 
good financial position. The amounts of debt carried by individual farmers, 
however, vary widely and impact of the debts on farmers also differs. Farmers 
operating efficient and productive enterprises may be carrying large debt loads 
with relative ease while others with less efficient operations as well as some begin- 
ning farmers may find smaller debts more burdensome. Farmers who had unex- 
pected losses such as from flood or drought may temporarily find their debt 
problems to be more serious until they recover from financial reverses. 


Amounts of loans made to agriculture by farm credit banks and associations 


{Millions of dollars] 


Fiscal year ending June 30— 





Lending banks 


1959 1958 1957 1950 1940 
Federal land banks ; on $574 $343 $475 $199 $56 
Federal Farm Mortgage Corporation -- Z debscuveuom ‘ oa 30 
Production credit associations - -- : Mose 2, 426 1, 941 1, 57 968 328 
Banks for cooperatives. ___- 637 | 530 | 584 373 | 93 
Federal intermediate credit banks 3, 182 | 2, 664 | 2, 278 1, 520 472 
Total loans_- 6,819| 5,478] 4,911] 3,060] 979 
Deduct: FICB loans to and discounts for other farm 
credit banks 5 2, 953 | 2,474 2, 109 | 1, 351 | 382 
Net total loans - : 3, 866 3, 004 2, 802 | 1,709 | 597 


Loans made by farm credit banks 


Amounts of loans made to agriculture by the farm credit banks increased from 
a net total of $3 billion during the fiscal year ending June 30, 1958, to $3.8 
billion in the fiseal year 1959. All groups of farm credit banks participated in 
this rise in lending activity. 

The amount of farm mortgage loans made by the Federal land banks increased 
from $343 million in the fiscal year 1958 to $574 million in 1959. This rise in the 
volume of land bank loans resulted in part from the continued rise in land values. 
Many farmers borrowed to purchase land to enlarge their farms and to round 
out undersized units. Loans also were made to farmers to refinance and con- 
solidate existing debts and to provide funds for major improvements and 
adjustments. 

Loans made by the production credit associations increased from $1.9 billion 
In the fiseal year ending June 30, 1958, to $2.4 billion in 1959. Higher levels of 
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farm operating expenses and increases in the size of farm units contributed to 
this rise in the demand for production credit. Farmers also are tending to 
borrow more as agriculture shifts to a commercial basis requiring larger amounts 
of operating capital. Loans made by the banks for cooperatives increased from 
$530 million in the fiscal vear 1958 to $637 million in 1959. Farmers’ coopera- 
tives borrowed larger amounts to modernize and expand their operations to meet 
increasing needs of their farmer members. The volume of business handled by 
cooperatives has been rising in recent years. 


Outstanding amounts of loans to agriculture held by farm credit banks and 
associations 


[Millions of dollars] 





As of June 30— 
Lending banks — ate ae Souicipiaaine a 
| | 
1959 | 1958 | 1957 | 1950 | 1940 
Federal land banks_. ae ; $2, 262 $1, 989 | $1, 870 $931 | $1, 880 
Federal Farm Mortgage Corporation-- Se sd es | 50 | 669 
Production credit associations. -- é aE 1, 509 1,187 | 961 | 531 200 
Banks for cooperatives__- E ; ” 526 | 408 | 384 | 245 6 OC 

Federal intermediate credit banks } 1, 547 | 1,227 | 999 | 591 | 237 
Total loans_._.__-- es 5,844] 4,811] 4,214 2,348 | 3,049 

Deduct: FICB loans to and discount for other farm | | 
credit banks___-- | 1, 444 | 1,141 927 532 | 196 
Net total loans__.- ; hint A ae 3,287 | 1,816 | 2, 853 





' t 





Estimates of the total outstanding debt owed by farmers indicate that the 
amounts of credit furnished to agriculture by most types of lenders increased 
during the past year. Between January 1, 1958, and January 1, 1959, the pro- 
portion of the total credit furnished to agriculture by the farm credit banks in- 
creased from 15 to 16 percent. This increased percentage resulted in part from 
the fact that some private lenders are finding other investments more attractive 
than farm loans. Some of the smaller private lenders, moreover, do not have 
sufficient resources to handle the larger sized farm loans. 


Amount of loans outstanding to farmers and percent of total held, by types of lenders, 
United Slates, Jan. 1, 1958 and 1959 


| 
| 
| 
a eo oo 






Jan. 1, 1959 Jan. 1, 1958 

Type of lender ae 1" Lad vo ———— 

Amount | Percentof | Amount Percent of 

(millions) | total | (millions) | total 

Real estate loans: ’ 
Federal land banks___.........--- et $2, 065 18 | $1, 897 18 
Insurance companies-.-----.----------- Seen 2, 661 24 | 2, 578 25 
Commercial banks. é : fa eS 1,512 | 14 | 1,414 13 
Farmers Home Administration____- pee 388 | 3 | 340 3 
Individuals and others._........-.-- sae oe 4, 628 41 4,277 4) 
Mata eso ON a gk bape 11, 254 | 100 | 10, 507 | 100 





Non-real-estate loans 










Production credit associations !___.....--- ; 1, 115 12 | 886 | 10 
Federal intermediate credit banks ?__- s4 1 | 67 1 
Commercial banks !__ eee ne 4, 161 | 44 3, 605 | 43 
Farmers Home Administration__.__.-_—- | 405 | 4 | 436 é 
Individuals and others. ---- 3, 700 | 39 | 3, 500 41 











TE inks Peete ate seas 9,465 | 





100 






Total loans to farmers: 
Held by farm credit banks-_- > ‘ 3, 264 | 16 ; 1) 
Held by other lenders___.-_.----- a ae ae 17, 455 | 84 | 16, 151 | 85 


to 
ow 
er 
Oo 









tel tebe 8 oc secu ecak ee 20, 719 100 | 19,001 | 100 












! Excludes loans held or guaranteed by Commodity Credit Corporation. 
2 Loans to and discounts for private financing institutions only. 






Source: U:S. Department of Agriculture, 
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Outlook 


Under the pressure of continued large supplies of farm ee , prices received 
by farmers are likely to decline somewhat more during 1960 unless unfavorable 
weather reduces farm output. Farm operating costs probably will rise further 
due to expected price increases in items of nonfarm origin purchased by farmers. 
As a result gross and net incomes received by farmers may decrease again during 
1960. Business activity, however, is expected to be at a high level in the period 
ahead. Good consumer demand, therefore, may help to slow the decline in farm 
income but it is possible that economic activity May ease off by 1961. 

‘These trends are likely to keep the demand for agricultural credit at a high level. 
The pressure of reduced incomes will undoubtedly cause many farmers to consoli- 
date and refinance their debts. There is likely to be a continued demand for 
credit from farmers who are enlarging and adjusting their farm operations in an 
effort to offset the effects of lower prices. Increased levels of farm production 
costs will probably help keep needs for farm operating capital at a high level. 

The volume of business handled by farmers’ cooperatives is expected to remain 
large in the period ahead. Considerable amounts of credit will continue to be 
needed to finance the operation of farmers’ cooperatives. Farmers are using their 
cooperatives as a Means of reducing operating and marketing costs, and improving 
the level of returns from products sold. Some cooperatives are providing farmers 
with a means for adjusting to the trend toward integration in agriculture. 


LENDING FUNDS OF THE FARM CREDIT AGENCIES 


The lending funds used by the farm credit system are obtained primarily from 
the sale in the investment market of bonds and debentures. In this way, the 
farm credit agencies provide an effective link between farmer-borrowers and the 
investing public. The farm credit securities—consolidated Federal farm loan 
bonds, consolidated Federal intermediate credit bank debentures, and consoli- 
dated debentures of the banks for cooperatives—are not guaranteed by the 
Government either as to principal or interest but are secured principally by notes 
and mortgages deposited as collateral with the Farm Credit Administration. 
These securities are considered by the market to be prime investments. 

Interest rates 

On borrowings.—The interest cost of new issues of securities by the farm credit 
banks increased throughout the calendar year 1959, rather more sharply in the 
second half than in the first. 

The cost (interest plus commission to dealers) of Federal intermediate credit 
bank 9-month debentures was 3.55 percent for those issued January 5, 1959, and 
was nearly 2 percentage points higher, 5.48 percent, for those sold in December 
1959, for delivery January 4, 1960. The average cost (including dealers’ commis- 
sions) of credit bank debentures outstanding at December 31, 1959, was 4.71 
percent as against 2.38 percent a year earlier. 

The banks for cooperatives entered the market six times during 1959 with 
debentures ranging from 5 to 9 months in term. The cost (interest plus selling 
commission) of these new issues ranged from 3.60 percent for the debentures 
dated April 1, to 5.48 percent for those dated October 1. At the beginning of the 
year the average cost (including dealers’ commission) of bank for cooperatives 
debentures outstanding was 2.88 percent; at the close of 1959 it was 5.28 percent. 

The Federal land banks had five bond sales in 1959, one of which included two 
issues. The terms of these bonds varied from 75 days to slightly over 10 years. 
The cost to the land banks (reflecting interest, offering price, and commission) 
ranged from 3.85 percent for 1-year bonds dated February 2, 1959, to 5.24 percent 
for 75-day bonds dated October 20, 1959. The average cost to the banks of all 
bonds outstanding increased from 3.45 percent at the beginning of 1959, to 3.90 
percent at the end of the year. 

On loans.—The sharply higher cost of borrowed funds required the farm credit 
banks to raise their lending rates during 1959. 

At the end of 1959, all 12 Federal land banks were charging 6 percent. A year 
earlier, the rate in nine of the banks was 5 percent and the other three were 
charging 5'4 percent. 

Effective January 1, 1960, one of the Federal intermediate credit banks was 
charging 6 percent on loans and discounts, seven were charging 5%4 percent, and 
three 544 percent. The remaining bank is currently following a procedure under 
which it charges interest on all loans and discounts outstanding each month at a 
rate calculated to cover its cost of borrowed money for that month plus a margin 
fixed from time to time by its board of directors, with the approval of the Farm 
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Credit Administration. At January 1, 1959, the rate in a majority of these banks 
was 4 percent. 

The lending rates of the banks for cooperatives at December 31, 1959, ranged 
from 4% to 5% percent on commodity loans, and from 5 to 6 percent on operating 
capital and facility loans. These rates were generally about 14 percent higher 
than they were at the beginning of the year. 

On January 1, 1960, the interest rates charged by production credit associations 
ranged from 6 to 8% percent, with 387 of the 494 associations charging 7 percent 
or less. 

THE FARM CREDIT SYSTEM 


The farm credit system is comprised of 12 districts, each having a district 
office through which agricultural credit services are available to farmers and their 
cooperatives everywhere in the United States. The banks located in the 12 
district offices are engaged in making or discounting loans to farmers and their 
cooperatives and in the supervision of the lending activities in the districts, 
The agencies in the system, their activities, and recent developments are described 
briefly below. 

Federal land banks and Federal land bank associations.—The Federal land banks 
make real estate mortgage loans through Federal land bank associations which 
are credit cooperatives located in farm communities to provide convenient service 
to farmers. The banks have heen wholly owned by farmer-borrowers since 1947, 
through ownership of stock in Federal land bank associations. As authorized 
by the Farm Credit Act of 1955 (69 Stat. 664), and to improve credit service, the 
banks may now make loans based on security appraisal reports made by persons 
other than land bank appraisers, but subject to their review. Normal agri- 
cultural values used in such appraisals were recently reviewed by Farm Credit 
Administration to reflect the current situation. The Farm Credit Act of 1959 
(73 Stat. 386) removed the limitation on the amount of loans to any one borrower, 
but loans exceeding $100,000 must be approved by the Farm Credit Administra- 
tion. Under current regulations of the Administration loans to any one borrower 
may not exceed 10 percent of earned net worth of the Federal land bank making 
the loan. 

Federal Farm Mortgage Corporation (in liquidation).—The Federal Farm Mort- 
gage Corporation has been in liquidation since July 1, 1947, when its authority 
to make mortgage loans expired. Its only activity is the collection of non-interest- 
bearing notes sold to Federal land banks on June 30, 1955; amounts collected are 
paid into the Treasury as dividends. All of the Government’s investment in the 
Corporation has been repaid. The Corporation has authority, subject to the 
approval of the Secretary of the Treasury and limitations in appropriation acts, 
to issue and have outstanding at any one time federally guaranteed bonds in an 
aggregate amount not exceeding $2 billion, to make collateral loans to the Federal 
land banks, and to purchase their bonds. 

Banks for cooperatives.—These banks make loans to finance the operations of 
farmer cooperatives. Title I of the Farm Credit Act of 1955 (69 Stat. 655) pro- 
vided for several changes, the more important of which are provisions for perma- 
ment investment in the banks by borrowing cooperatives and others and retire- 
ment of the Government’s investment, the selection of up to six of the central 
bank’s seven directors by the district banks and cooperatives rather than appoint- 
ment by the Governor of the Farm Credit Administration, and limitation on 
central bank to make loans only when not practicable for district banks to lend. 
The banks had $38.2 million of capital owned by cooperatives on June 30, 1959, 
and $134.8 million owned by the Government of which an estimated $8.5 million 
will be repaid in 1960 (repaid in August 1959) and an additional $7.5 million in 
1961. 

Federal intermediate credit banks.—These banks provide discount facilities for 
production credit associations and other financing institutions making loans to 
farmers and stockmen. They also supervise the operations of the associations, 
including all phases of their lending activities and furnish various services to 
assist the associations in conducting their operations. 

As of June 30, 1959, the Federal intermediate credit banks had $79.9 million 
of Government capital, represented by class A stock owned by the Government, 
This stock is to be retired over a period of years primarily from net earnings of 
the banks, after which the banks will be wholly owned by the production eredit 
associations. Net earnings of the banks will be distributed as patronage refunds 
in the form of class B stock to production credit associations and participation 
certificates to other financing institutions, which will replace the class A stock 
being retired. 
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Under the provisions of the Farm Credit Act of 1956, the production credit 
associations were required, within 60 days after January 1, 1957, to subscribe to 
class B stock in the credit banks in the total amount of approximately $13.1 mil- 
lion. This stock was to be paid for in three installments, the last of which was 

paid on December 31, 1958. 

Production credit associations. —The present capital structure of the production 
credit associations has been built up principally through purchases of capital stock 
by member-borrowers and by retained earnings. ach borrower is required to 
own class B stock equal to 5 percent of his loan. Many members also have pur- 
chased and continue to hold class A stock in their associations and many borrowers 
own class B stock in excess of the amounts required to support their loans. 

The production credit associations investment fund in the U.S. Treasury 
established by the Farm Credit Act of 1933, as amended, in the amount of $60 
million is available for subscription by the Governor on behalf of the United 
States to class A and class C stock of production credit associations, should the 
need therefor arise. Only $2,820,000 of this fund was invested in PCA capital 
stock at January 7, 1960. 

Of the 494 associations, 456 were wholly member-owned as of January 7, 1960. 
On December 31, 1959, farmers and stockmen owned $157,160,933, or 98.2 percent, 
of the total capital stock of all production credit associations. 

Selected data on farm credit system activities are further illustrated in the 
following tables: 


Net worth of farm credit system at June 30, 1959 


Earned surplus 




















Banks and associations Paid-in a a Dae ie tile eee thls etl Total net 
capital worth 
Reserved Unreserved 
FLB’s -. sia wad oe $132, 451,070 | $248, 425, 094 $28, 482, 896 $409, 359, 060 
SD inc ncn sak bba’ ; we ‘ f ; | 5, 783, 149 5, 783, 149 
FICB’s ; "106, 829, 465. 66, 583, 135 173, 412, 600 
oy ‘ 164, 535, 512 95, 831, 408 260, 366, 920 
Total ‘ ‘ ‘ A 403, 816, 047 410, 839, 637 34, 266, 045 848, 921, 729 
Memo: | — s | > : r — 
PCA’s... ‘ 149, 447,491 | 109, 504, 571 | 10, 174, 439 | 269, 126, 501 
FLBA’S..<« 132, 523, 570 | 41, 105, 461 | 38, 519, 913 | 212, 148, 944 
| | | 
Amount of loans and discounts made, fiscal years 1957 through 1959 
Lending banks and associations 1957 1958 1959 
Federal land banks. _- Soa $474, 814, 022 $343, 381, 502 $573, 857, 737 
Federal intermediate credit banks : 2, 277, 991, 876 2, 663, 808, 783 3, 182, 330, 744 
Banks for cooperatives. 583, 577, 726 530, 122, 357 636, 728, 451 
Production credit associations. ___- ‘aes is decal 1, 574, 353, 627 1, 940, 608, 423 2, 426, 444, 619 
Grand total... -- 4, 910, 737, 251 5, 477, 921, 065 6, 819, 361, 551 


Less Federal intermediate credit bank loans to and dis- 
counts for production credit associations and banks for 
cooperatives - - -- cates axeoweus 2, 108, 967, 815 | 2,474,019, 991 2, 953, 446, 619 


Net total _ _. . ‘ | 2, 801, 769, 436 | 3, 003, 901, 074 3, 865, 914, 932 


Amount of loans and discounts outstanding as of June 30 





Lending banks and associations 1957 1958 | 1959 
ON MARGRET oon aon: bacsades nee see -| $1, 870, 024, 874 | $1, 988, 767,486 | $2, 261, 764, 504 
Federal intermediate credit banks... _....-------------- | 998, 999, 884 1, 227, 033, 441 1, 547, 333, 897 
Banks a Ceci amasn nce age manne 384, 328, 803 408, 257, 152 525, 880, 724 
Production credit associations........---.--------------- 960,901,215 | 1, 187, 444, 298 | 1, 509, 180, 581 
Grand total_........- justine nines sa tedosie saad 4,214, 254, 776 4,811, 502, 377. 5, 844, 159, 706 


discounts for production credit associations and 
PRS Ter WGA INOUE a oe oon e ccciccnccascawsecacaus | 927, 253, 332 1, 141, 048, 327 | 


|— _ 


Less Federal intermediate credit bank loans to and | 
| 1,444, 191, 334 
4, 399, 968, 372 


MG ON a acedncenuasine (ihe painaniee eu badbate 3, 287, OO1, 444 3, 670, 454, 050° 
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Gross assets as of June 30 


Assets by banks and associations | 1957 
Doderal tend Danks...) -. 0 2-2... ce ied actos _....| $2, 041, 933, 839 
Federal Farm Mortgage C orpor: Gti cits Ui ices | 19, 742, 846 | 
1 RM lle I ceili igh Ae ge es ee Fee aN 2 , 052 676, 685 | 


Production credit associations. _ - 1, 169, 071, 274 


Federal intermediate credit banks_--._- ie tet a) a a 

Banks for cooperatives___-.-._. Se ee se el oe : 464, 118, 984 
I rN eo Sh eee | 2, 758, 660, 210 
SPTNNAN: ee ine ook | ee ee et 








1958 1959 
ieee ae |——__—_—_—— 
| $2,161, 512,083 | $2, 446, 620, 319 
8, 173, 464 | 6, 040, 912 


2, 169, 685.547 | 2, 452, 661, 231 


1, 413, 936,726 | 1, 766, 240, 714 
1, 359, 390, 954 1, 686, 855, 117 
481 , 657, 964 592, 245, 218 


3, 254, O85, 644 | 4, 045, 341, 049 


5, 424,671,391 | 6, 498, 002, 280 


Selected comparative data on Federal intermediate credit banks 





| 
June 30, 1958 | June 30, 1959 
a 








Item June 30, 1957 
Gross assets alee a A a .---| $1, 125, 469, 952 
Loans and discounts outst anding_____ Sica $998, R85 
Loans and discounts made during year en ca $2, 277, 991, 876 
Repayments of loans during year e ens -| $2, 177, 305, 147 
Loans delinquent 1 month and over, amount-__..-.---_.| $1, , 534 
Percent of loans delinquent__.........-_-.-- Sin AaeEOese 18 
Unmatured debentures outst: inding Be er Se $923, 850, 000 
Debentures issued during year ended__._._---. ee eee $1, 210, 200, 000 
Federal franchise tax payable. _........_-...-..----.-_-- $80, O86 
Capital stock owned by U.S. Gove “rnment 4 by $82, 903, 870 
Capital stock owned by production credit assoc i itions. $4, 588, 245 
Participation certificates, other financing institutions ___- $21, 690 
Surplus reserved__.......- bier tgakeic ade’ aici hnieiUiaaiat, $63, 066, 704 
Legal reserve..........-- Bee vahucksk Sciee oc weke uae $106, 781 


$1, 359, 390,954 | $1, 686, 855,117 
$1, 227, 033, 441 | $1, 547, 333, 897 
$2, 663, | $3, 182, 330, 744 
$2, 435, 77 $2, 862, 030, 288 
$1, $1, 760, 211 

Q | 0.11 
$1, 159, 200,000 | $1, 456, 000, 000 
$1, 486, 550,000 | $1, 861, 400, 000 














$793, 087 $1, 695, 490 
$78, 808, 945 $85, 739, 120 
$11, 153, 770 | $20, 503, 615 

$206, 440 | $586, 730 
$63, 066, 704 | $63, 066, 704 

$1, 164, 231 | $3, 516, 431 


Selected comparative data on Federal land banks 


Item | June 30, 1957 


Gross assets | $2,041, 933, 839 

Loans outstandi ng: 
Number 
Amount 


Loans closed during ye ar ended: | 


$1, 870, 024, 874 


a a 52, 715 | 
Amount. __. 7 ; $474, 814, 022 
Repayments of loans during ye: wr ended !___- ; $141, 412, 682 


Real estate and sheriffs’ certificates acquired during 
year ended: | 
he ee eo ee Las } 
Investment ceadakeoee = $132, 375 
Real estate and sheriffs’ certificates disposed of during 
year ended 


I ere N ee Roce Ea ae 57 
Investment. .-- Se Bee ae $206, 671 | 
Real estate and sheriffs’ certificates on hand: 
a ea a = 36 
Investment__.........- Bees oes Deters rakes eee $135, 328 
panes ote anding ____- RL Ge aicshh wind Cuts ons ----| $1, 550, 796, 300 
apital stock owned by bi rowers. SEE TRE | $108, 797,020 
eee ere se ee $27, 098, 520 
I I ne gang $124, 200, 000 
Legal reserve ________- ee eA a eee Pree = et $116, 307, 833 
a of associations._._..__- eee pee Becton 1,052 


| 
367, 293 


June 30, 1958 | June 30, 1959 


$2, 161, 512,083 | $2, 446, 620, 319 


367, 640 Cs 374, 252 
$1, 988, 767,486 | $2, 261, 764, 504 
| 
39, 742 | 54, 363 
$343, 381, 592 | $573, 857, 737 
| $153, 260, 236 | $185, 704, 827 
| | 
35 | 15 
$146, 702 $69, 820 
| 
41 | 29 
$157, 053 | $154, 785 
30 16 
| $135, 048 $60, 140 
| $1, 645, 815, 800 $1, 886, 262, 300 
| $116, 889, 300 $132, 451, 070 
$27, 126, 145 $28, 482, 896 
$124, 800, 000 $124, 455, 000 
$118, 606, 436 $123, 970, 094 
904 854 





1 Includes principal matured, special principal payments, loans paid off prior to maturity. 


9 


620, 319 
040, 919 
661, 231 
240,714 

5, 117 
245, 218 






341, 049 


102, 280 





3, 8f 
330, 744 
)30, 288 
760, 211 

0.11 
100, 000 
00, 000 





86, 730 


16, 431 


20, 319 


74, 252 
64, 504 


54, 363 
57, 737 


(4, 827 


15 
69, 820 


54, 785 


16 
30, 140 
52, 300 
1 070 
32, 896 
55, 000 
70, 094 

854 
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Selected comparative data on 


Item 


Gross assets_--..- 
Number of borrowing ig cooperatives.......-_- 
Loans made during year ended re ae 
Repayments of loans during year ended... ' 
t oaes oubete A 8. ee ee ee 
Unmatured debentures outst: pdt ego 
Federal franchise tax- 

Capital stock or guar: intee fund owned by borrowers and 

others_....- 

Capital stock owned by U.. 
Surplus, reserved - -_- 
Surplus allocated to pe itrons- 





banks 


June 30, 1957 


$464, 118, 9x4 
2, 393 

$583, 577, 726 
§, 202, O88 
$384, 328, 803 
$178, 820, 600 
$1, 317, 482 





$25, 272, 413 
$141, 672, 200 
$88, 111, 198 

$2, 955, 071 


| 


for cooperatives 


June 30, 1958 


$481, 657, 964 
9' 593 





$199, 000, 000 
$1, 416, 753 


$30, 860, 436 
$134, 798, 700 
$88, 111, 198 
$5, 077, 085 


June 30, 1959 


| $592, 245, 218 
2, 689 

8, 451 

828, 490 
6525, 880, 724 
5284, 500, 000 
$1, 789, 693 


$38, 195, 712 
$126, 339, 800 
$88, 111, 198 
$7, 720, 210 








Selected comparative data on production credit associations 


Item 


Nh WINOE ve dsecnthaeddde Jtentéstieene eee | 
Net worth: 
Stock owned by members (largely class B)..-...-.-- 
Stock owned by U.S. Government (class A and C) __- 
re i a eon gaa 
Unapplied earnings 


TO eR Were. 5 ci See 


Number of loans made during year ended_-_........-.-- 
Amount of loans made during year ended_._........-.-- 
Number of loans outstanding. -.....................-... 
BIOOURE GT LOGS CUtSCARaMe 8. nc ccwaenccuceese 
Repayments of loans during year ended: 
Number of loans repaid in full. ................-.... 
Total amount of repayments..............-.-...-... | 
Renewals: 
Number. 
I occa cts ck bitin boii tisadde Gide 





1 Not reported. 


Production credit associations— 


June 30, 1957 


$1, 169 071, 274 


105, 829, 348 
1, 870. 000 
99, 713, 693 
3, 425, 641 


497 
481, 435 
275, 603 
| $1, 574, 3 53, 627 
260, 748 


$960, 901, 215 | 


151, 420 
$1, 091, 401, 014 


114, 142 
$382, 864, 633 


210, 838, 682 | 





June 30, 1958 


$1, , 418, 936, 726 


120, 249, 709 
3, 890, 000 
101, 497, 194 
6, 123, 706 


231, 760, 609 


497 

489, 203 

285, 605 

| $1, 940, 608, 423 
278, 944 

$1, 187, 444, 298 


143, 032 
$1, 255, 526, 890 


123, 947 
$457, 294, 081 


June 30, 1959 


ot 766, 240, 714 


145, 582, 491 
3, 865, 000 
109, 469, 734 
10, 209, 276 
269, 126, 501 
495 
506, 076 
(!) 
$2, 426, 444, 619 
282, 923 
$1, 509, 180, 581 


(1) 
$1, 552, 839, 664 


(!) 
$550, 696, 689 





Selected comparative data on offices, personnel, loan 


activity, and capital (as of June 30 or for the year ended June 30) 


Number of production credit associations. ..._......___- 
Number of production credit association offices, includ- 
ing full- and part-time field offices 
Number of production credit 
Reeemtenene S.-C ole, ee ate 
Number of produce tion credit association employees 
(man-years) -___...-....-- 
Number of production credit 
(June 30) ‘ 
Amount of loans made. ‘ 
Amount of loans outstanding 


association directors 


association members 





Capital and reserves: 

Class A and C capital stock owned by production 
credit corporations through Dec, 31, 1956, and by 
Governor thereafter_......._- ; 

Class A and B capital stock owned by members 

Surplus aes 


Total capital stock and surplus 


——————— 


bacoekectae es | 54 
Sania! z | 141, 363, 519 


1949 actual 


451, 118 
$956, 367, 720 
$528, 026, 386 


$24, 994, 500 
61, 940, 627 
, 428, 392 








1959 actual 


1961 estimated 


495 

1, 585 

2, 530 

3, 543 

506, 076 

$2, 426, 444, 619 
$1, 509, 180, 581 


$3, 865, 000 
145, 582, 491 
119, 679, O10 


269, 126, 501 


404 
1, 585 
2, 525 
3, 550 


510, 000 
$3, 000, 000, 000 
$1, 750, 000, 000 


$10, 165, 000 
170, 000, 000 
130, 000, 000 


“310, 165, 000 
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: FEDERAL FarM MorTGAGE CORPORATION 
PURPOSE STATEMENT 


The Federal Farm Mortgage Corporation was created by the act of January 31, 
1934, to finance land bank commissioner loans and to assist the Federal land banks 
in their financing. It has been inactive except for the liquidation of its loans and 
the program of the sale of its mineral reservations, since July 1, 1947, when its 
authority to make mortgage loans expired. At the present time the Corporation 
has authority, subject to the approval of the Secretary of the Treasury and 
limitations in appropriation acts, to issue and have outstanding at any one time 
federally guaranteed bonds in an aggregate amount not exceeding $2 billion, to 
make collateral loans to the Federal land banks, and to purchase their bonds. 

The Corporation has no employees. Its executives are Farm Credit Adminis- 
tration officials and its loans and otber assets were serviced by the Federal land 
banks under annual contracts, the last of which expired on June 30, 1955, the 
date of the banks’ purchase of the Corporation’s assets. Payments to the banks 
under these contracts were the principal administrative expenses. For this reason 
no administrative expenses are requested for 1961. 


STATUS OF PROGRAM 


Purpose-—The Corporation was established by the act of January 31, 1934 
(12 U.S.C. 1020), with the following authorities: To finance land bank commis- 
sioner loans, to purchase Federal land bank bonds, to make secured loans to 
Federal land banks, to exchange its bonds for Federal land bank bonds, and to 
obtain funds through the sale of its own bonds. The authority to make mortgage 
loans was repealed July 1, 1947, and since then the Corporation has restricted its 
operations to the liquidation of its assets. 

Management.—The members of the Corporation’s Board of Directors are: 
The Secretary of the Treasury (or an official designated by him), the Governor of 
the Farm Credit. Administration, and a Farm Credit Administration official desig- 
nated by the Governor. The Corporation utilizes the services and facilities of 
FCA and the Federal land banks to carry out its corporate functions. 

Capital and borrowing authority—The Corporation was capitalized at $200 
million all paid in by the U.S. Government. All of this capital has been repaid 
to the Treasury. The Corporation has authority, subject to the approval of the 
Secretary of the Treasury and limitations in appropriation acts, to issue and have 
outstanding at any one time federally guaranteed bonds in an aggregate amount 
not exceeding $2 billion, to make collateral loans to the Federal land banks, and 
to purchase their bonds. No unmatured bonds are outstanding. 

Retained earnings and dividends——The Corporation had unreserved retained 
earnings of $5.8 million as of June 30, 1959, after dividend payments aggregating 
$141.7 million. By the close of 1961 an estimated $3.4 million of additional 
dividends will have been paid. 

Liquidation of assets —This activity began July 1, 1947, when lending activities 
were terminated. As of June 30, 1955, the remaining assets except reserved min- 
eral interests were sold in bulk to the Federal land banks in exchange for their 
notes, which will be collected over a 10-year term. The mineral interests, with 
the exception of two in the St. Paul district which are in litigation, were trans- 
ferred to the Department of Interior on September 6, 1957, pursuant to Public 
Law 760, approved September 6, 1950. Payments of dividends will continue 
to be made to the Treasury until final liquidation. 
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SUMMARY OF OPERATIONS—FEDERAL FARM MortTGAGE CORPORATION 


Statement of sources and application of funds 


| 
1960 estimate | 1961 estimate 








| 1959 actual 


Funds applied: 


REDON Snakes a nhel ss ~. Ses tle cobcaguascscndidas $4, 800 | $1, 000 | $1, 000 
Increase in selected working capital___.--- saan : 2, 360 | 2, 500 | 2, 500 
Repayment of borrowings to public._._.-------- a abel 25, 800 | 25, 000 25, 000 
Payment of dividends to Treasury_-._....----.------------|} 2, 100, 000 | 1, 700, 000 | 1, 700, 000 
Increase in ‘Treasury cash_ a ee eee a ee | 13, 500 


EE tee Bees. casei aebonadueh = cost 2, 132, 960 | 1, 728, 500 | 1, 742, 000 
Funds provided: | 
Collection of notes receivable. ..........-.-.....------- Se 2, 041, 522 1, 669, 000 1, 742, 000 
ROVORUD. .. cusncws es hktivbbebh otanehs +qenannabane sea MIL cccoiii neva: chin aceen nt eueibedanaines 
EOC OAN Tt NET CRIN os eectanschoanccencccnncecns<} 91, 029 | 59, 500 = aca ce 
TODAS « océancad ttn aicueinwhsnne depenenacodee renee 2, 132, 960 1, 728, 500 1, 742, 000 
| 








FEDERAL INTERMEDIATE CREDIT BANKS INVESTMENT FUND 


This fund is available to Farm Credit Administration as a revolving fund for 
investment in capital stock of the Federal intermediate credit banks (12 U.S.C. 
1131li(e), 70 Stat. 660). 

Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


} 
Program by activities: Purchase of capital stock of Federal | 
intermediate credit banks (total costs-obligations) _- _..-.| $11,300, 000 $10, 500, 006 


$11, 000, 000 
— F = — = —— 


Financing | 
Unobligated balance brought forward__._-- i otislee ; 39, 400, 000 28, 100, 000 | 
Unobligated balance carried forward_..................-.-- | —28, 100, 000 — 17, 600, 000 


| - - 
10, 500, 000 


17, 600, 000 
6, 600, 000 


11, 000, 000 





Financing applied to program...............--.--.-.---- 11, 300, 000 





Budget program.—Funds will be required for investment in class A stock 
of the banks. The estimate of requirements is based on recent projections 
made by the 12 intermediate credit banks which indicate that several of the 
banks will need additional capital in order to keep their debt-to-capital ratios 
within the 10 to 1 maximum permitted by law. 

Financing.—Purchases of stock will continue to be made out of the current 
authorization of $70,000,000. Under section 105(d)(3) of the Farm Credit Act 
of 1956, the revolving fund authorization was increased from $40 million to 
$70 million. The increase of $30 million will be made available from the retire- 
ment of class A stock outstanding as of January 1, 1957; however, of the 
$87,405,000 of class A stock outstanding as of January 1, 1957, the amount of 
$57,405,000 must first be paid into the Treasury as miscellaneous receipts. 
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PropuctTion CreEepit ASSOCIATIONS INVESTMENT FUND 


This fund is available to the Governor of the Farm Credit Administration for 
investment in class A and class C stock of production credit associations and is 
designed to enable the Farm Credit Administration to supply capital needs 
which cannot be met by an association from local sources (12 U.S.C. 1131i(a)), 


Program and financing 





| | | 
| 1959 actual | 1960 estimate | 1961 estimate 


wie a 


\- 


Program by activities: Purchase of capital stock of production | 
credit associations (total costs-obligations) -.............-.-. | $835, 000 _ 4,9 900, 000 _55, 000, 000 

Financing: | at 

Amounts becoming available: Repayment of investment | | 
in capital stock of production credit associations____-._- 880, 000 | 2, 000, 000 | 1, 600, 000 
Unobligated balance brought forward._.................-- | 56,090,000 | 56, 135. 000 53, 235, 000 
POON IE" CR Ne 56, 970, 000 58. 135. 000 & 54, “835, 000 
Unobligated balance carried forward_.............-.....-. — 56, 1 35 »,000 | — 53, 235 ,000 | — 49, 835, 000 
Financing applied to program.................-...-....- | 835, 000 | 4, 900, 000 | 5, 000, 000 








Budget program.— An estimate for purchase of stock in production credit asso- 
ciations of $4.9 million is made for 1960 and $5 million for 1961. The need for 
additional Government investment arose primarily because the volume of business 
of associations is incveasing more rapidly than net worth can be accumulated from 
local sources. 

Financing.— Of the $60 million in the fund authorized for financing the capital 
needs of the production credit associations, it is estimated that $6,765,000 will 
have been invested by the end of 1960. An additional $3,400,000 net investment 
in the associations is expected in 1961, leaving an unobligated balance of 
$49,835,000 available for future purchase of stock. 


AGRICULTURAL MARKETING REVOLVING FUND 


This fund is available to the Governor of the Farm Credit ae for 
investment in class A capital stock of the banks for cooperatives (12 U.S.C. 1134), 

Budget program.— No new subscriptions of capital stock are anticipated and 
stock will be retired by the banks for cooperatives in accordance with section 
42(a)(1) of the Farm Credit Act of 1933, as amended. 

Operating results and financial condition.— As of June 30, 1959, $134.8 million 
was invested in the banks. A reduction of $8.5 million is estimated for 1960 
(received by the fund in August 1959) and an additional $7.5 million in 1961. 
These reductions will provide increases in the cash of the fund. Earnings are 
retained to provide for the future purchase of stock. 


THE BUDGET FOR AGRICULTURE AND THE FARM SITUATION 


Mr. Wuirren. Gentlemen, we have just had our hearings with the 
Secretary of Agriculture, and in connection with his testimony I 
pointed out the following facts which come from the records of the 
Department: 

In January 1953, the budget for the Department of Agriculture’s 
regular activities was $733 million. The budget estimate before us 
today is $1,341.5 million, an increase of 83 percent. That is for the 
regular activities of the Department. 

Personnel in the Department as of December 31, 1952, was 67,406. 
On December 31, 1959, the employment had increased to 86,508, an 
increase of 28 percent. 

Through 1952 the Congress had restored $2.6 billion to the Com- 
modity C ‘redit Corporation for price support costs. In the period 
since 1952 including the present budget we will have restored $8 
billion to the Commodity ( Credit Corporation for these costs. 
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As of January 1, 1953, the Commodity Credit Corporation’s inven- 
tory was $1 .053 billion and loans were $1.399 billion, making a total 
of $2.45 billion. On January 31, 1960, we find that the total holdings 
of the Commodity Credit Corporation on a comparable basis to be 
$9.24 billion. 

The Commodity Credit Corporation’s borrowing authority as of 
December 31, 1952, was $6.75 billion. As of December 31, 1959, it 
had grown to $14.5 billion. 

Needless to say, I drew a different conclusion from that than that 
which Secretary Benson drew. But I think it is well to point out that 
these things have occurred. While different people may draw from 
them different conclusions, I think all of us will agree that what has 
developed has not been good for the Treasury and has not been good 
for the Commodity Credit Corporation. 

Then when we point to other figures of the Department, we find 
that farm income is at a very low level, despite the fact that farm 
alee tion has increased approximate ‘ly 25 percent in the past 8 years. 

» also find that farm price supports are down about 20 percent and 
ne farm costs are up about $4 billion. 

That is the story we have developed in this record. I thought it 
well to point it out to you as head of the Farm Credit Administration. 
I do not believe it is good. 

We will be glad to hear from you, Governor Tootell. 

Mr. Toorrtit. Mr. Chairman, we are glad to be back with you 
again. In the course of my comments a bit later I will be glad to 
make some remarks which are related to the subject of the general 
nog of agriculture as you have indicated. 

If it is satisfactory with you we would prefer that our Federal 
Farm C redit Board Chairman, Mr. Ritter, make the first statement 
before the committee, 

Mr. Wuirtren. Governor, we will be glad to follow that course. 


GENERAL STATEMENT 


Mr. Rirrer. Mr. Chairman, it is a pleasure to appear before you 
in connection with the Federal Farm Credit picture, and I would 
like to read this short statement to you. 

Mr. Wuirrten. All right, Mr. Ritter. 

Mr. Rirrer. As authorized by the Farm Credit Act of 1953, the 
Federal Farm Credit Board has the responsibility of exercising 
direction, supervision, and control over the activities of the Farm 
Credit Administration, and of passing upon matters of broad and 
general supervisory, advisory, or policy nature. The Board does not 
act in an administrative capacity as all powers, functions, and duties 
are exercised and performed by the Governor of the Farm Credit 
Administration and other personnel designated by him. 

A major objective of the Federal Farm Credit Board, since it was 
created in December 1953, has been to determine ways and means 
of carrying out the policy of the Congress as set out in the Farm 
Credit Act of 1953. This act directed the Board to make recommen- 
dations to the Congress for carrying into effect the declared policy 
to increase borrower participation in the management, cantaal and 
ultimate ownership of the permanent system of agricultural credit 
made available through the banks and associations operating under 
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the supervision of the Farm Credit Administration. In developing 
its recommendations, the Board has sought and received the coopera- 
tion of many interested groups. 

The first recommendations of the Board to Congress related pri- 
marily to the banks for cooperatives and were enacted in the Farm 
Credit Act of 1955 (69 Stat. 655). The more important aspects of 
this act require the permanent investment in the banks for coopera- 
tives by borrowing cooperatives and others, the retirement of the 
Government’s investment, the reorganization of the Central Bank 
for Cooperatives particularly with respect to the selection of its 
Board of Directors by borrowers, and the making of loans by the 
Central Bank only when it is not practicable for regional banks to 
make them. Since the enactment of this legislation substantial 
progress toward the major objective of farmer ownership has been 
made: the banks have retired $23.7 million of Government capital 
and it is estimated that they will retire an additional $7.5 million in 
the fiscal year 1961. At the end of 1961, it is expected that the 
Government investment in the banks for cooperatives will total 
$118.8 million compared with $150 million on January 1, 1956. 

As a means of further carrying out the policy of Congress, as ex- 
pressed in the Farm Credit Act of 1953, the Board recommended 
additional legislation which was enacted as the Farm Credit Act of 
1956 (70 Stat. 659), effective January 1, 1957. This legislation au- 
thorized the merger of the production credit corporation in the Federal 
intermediate credit bank in each Farm Credit district thereby sim- 
plifying the district organization, provided a plan under which pro- 
duction credit associations may retire all Government-owned stock 
in the banks and gradually acquire ownership of them, and provided 
that credit bank earnings are to be distributed on a patronage basis 
to production credit associations and other financing institutions dis- 
counting or borrowing from the banks. The production credit asso- 
ciations and other financing institutions have acquired $15.7 million 
of capital stock and participation certificates in the credit banks 
under the provisions of the 1956 act. However, a very substantial 
increase in the volume of production credit association business during 
the last few years has created a capital ratio problem in a number of 
the banks and it was necessary to purchase $11.9 million in class A 
stock in five of the Federal intermediate credit banks in 1958 and 
1959 in order to keep the debt-to-capital ratio below the statutory 
10 to 1. Stock in the amount of $4.4 million has been purchased in 
three of the banks during the current fiscal year and it is possible 
that the purchase of stock will reach as high as $10.5 million before 
the end of the year. 

As the final step in carrying out the major objectives of the Farm 
Credit Act of 1953, the Board recommended legislation which was 
enacted August 18, 1959, as the Farm Credit Act of 1959. This act 
had two major objectives. The first of these was to amend the 
Federal Farm Loan Act to transfer respons‘bility for making apprais- 
als from the Farm Credit Administration to the Federal land banks, 
and this section of the act was effective December 31, 1959. The 
second objective was to clarify the status of Farm Credit banks and 
their employees, and this section of the act was effective January 1, 
1960. A major provision of this section was that those employees 
of the banks who were under civil service retirement at December 
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31, 1959, will remain covered, but new employees, with minor 
exceptions, will not be covered. 

The Board is continually seeking ways and means to provide the 
most effective credit service possible to farmers and their cooperatives 
at the lowest cost consistent with sound business principles. New 
approaches are being explored and, where proven feasible, used in 
our efforts to insure that the needs of an ever changing agriculture 
are financed. The Federal Farm Credit Board continues to advocate 
economical and efficient operations of all of the component parts of 
the System. This has become increasingly important because of the 
rising cost of money with the resultant higher costs to farmers for the 
credit they use. 

Mr. WuittEen. We will be glad to hear from you, Governor. 

Mr. ToorreLty. Mr. Chairman, I have a prepared statement here 
which I would like to file for the record, unless you particularly want 
me to read it. 

Mr. Wuirtren. We will be glad to have you follow whatever course 
you wish. We will file it for the record and then you may discuss it, 
if you wish. 

Mr. Toore.u. I would like to do it that way. 

(The following statement was filed for the record:) 


STATEMENT OF Rospert B. Tootreit.t, GOVERNOR 


We have for consideration the budget estimates of the Farm Credit Adminis~ 
tration. Sound administration and operation at a prudently economical cost is 
the policy of Farm Credit Administration and the agencies it supervises. The 
administrative expense limitation representing authorization for expenditures of 
assessments collected from farm credit banks and associations is estimated for 
1961 to be $2,480,000. The Farm Credit Administration has a supplemental 
budget estimate pending in the amount of $210,000 for 1960 which, if approved, 
will increase the available funds for 1960 to $2,335,000. The 1961 estimates are 
therefore $145,000 in excess of estimated needs for 1960. The additional amounts 
required for 1960 and 1961 are necessary to carry out the provisions of Public 
Law 86-168, approved August 18, 1959, and effective for one-half of 1960 and 
all of the 1961 fiscal vear. 

Under the Federal Farm Loan Act responsibility for appraisal work was hereto- 
fore vested in the Farm Credit Administration, and, although this work was 
performed by employees of the Farm Credit Administration, their salaries and 
expenses were paid directly by the Federal land banks. Public Law 86-168 
amended that act, effective December 31, 1959, to transfer to the Federal land 
banks responsibility for making appraisals for land bank loans but retained in 
the Farm Credit Administration certain supervisory appraisal functions, including 
the establishment of appraisal standards and review of the appraisal work done 
by the land banks. Of those Farm Credit Administration employees who were 
paid directly by the land banks, some 200 were transferred to the banks to perform 
their appraisal functions and 37 were retained by the Farm Credit Administration 
to perform its supervisory appraisal functions. Under the new law, it will be 
required that these 37 retained employees who prior to December 31, 1959, were 
paid by the Federal land banks, be paid by the Farm Credit Administration from 
funds available for its administrative expenses. 

I would like to briefly review the organization and activities of Farm Credit 
Administration and the Farm Credit banks and associations, and to comment 
on the agriculture and economic conditions which have a bearing on the programs 
provided for in the budget. 


FARM CREDIT ADMINISTRATION 


The Administration, an independent ageney under the policy direction of the 
Federal Farm Credit Board, provides for supervision and examination of a 
coordinated system of farm credit banks and associations which make loans to 
farmers and their cooperatives. The expenses of the Administration are paid 
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from funds provided by assessments collected from these banks and associations, 
The System consists of 37 banks and 1,316 local associations. The 12 Federal 
land banks make amortized real estate mortgage loans through Federal land 
bank associations. The 13 banks for cooperatives make loans to farmer coopera- 
tives. The 12 Federal intermediate credit banks provide agricultural loan and 
discount facilities for production credit associations and other elicvible financial 
institutions. The 822 Federal land bank associations and 494 production credit 
associations are credit cooperatives located in farm communities to provide 
convenient service to members. There is also the Federal Farm Mortgace Cor- 
poration which is in liquidation, its only remaining activity being the collection 
of non-interest-bearing notes taken in connection with the sale of its mortzage 
loan assets to the Federal land banks in 1955. The primary source of loan funds 
of the banks and associations is from the sale in the open market of bonds and 
debentures which are not guaranteed by the Government either as to principal 
or interest. 
TRENDS IN AGRICULTURAL CREDIT 


In serving farmers’ credit needs, the Farm Credit Administration and the 
banks and associations which it supervises closely follow trends in azriculture and 
in economic conditions related to agriculture. Amounts of credit used by farmers 
are affected by changes in farm income and in the level of costs paid by farmers, 
Fluctuations in the volume of farm production also influence farmers’ credit needs. 
Quantities of capital used in agriculture are affected by adjustments which farmers 
make to adapt their operations to technological developments and to shifts in the 
demand for farm products. 

Agricultural situation.—Incomes received by farmers in the United States 
decreased during the calendar year 1959. Gross income received by farmers 
totaled $36.9 billion or 4 percent less than the record gross of $38.3 billion received 
in 1958. This decline in gross income resulted in part from a somewhat lower 
level of commodity prices received by farmers. The decrease in commodity prices 
received by farmers was caused mainly by larze supplies resulting from a record 
production of crops and livestock in both 1958 and 1959. Net income received 
by farmers in 1959 amounted to $11.0 billion. This represented a 16 percent 
decrease from the net of $13.1 billion for 1958 which was the highest net received 
in the Inst 6 years. The sharp reduction in net income resulted from the com- 
bined effects of a lower gross income and a higher level of farm costs. 

Financial position of farmers.—The total value of assets held by farmers in the 
United Ststes increased to $208.2 billion at the end of 1959 as compared with 
assets of $293.1 billion held by farmers at the end of 1958. While the value of 
farm assets went up by $5.1 billion during 1959, this increase was smaller than 
the averave rise in assets experienced in the last 5 yeors. As has been true in 
recent years, higher prices of farm real estate accounted for about half of the rise 
in the value of farm assets. Increases in numbers of cattle held on farms, and 
purchases of motor vehicles and farm machinery were important factors contribut- 
ing to the rise in non-real-estate assets. 

Total debts owed by farmers increased from $20.8 billion at the end of 1958 to 
$22.6 billion at the end of 1959. This increase reflected a continuation of the 
rising trend in farm debts experienced since World War II. Factors accounting 
for the upward trend in debts have included higher levels of farmland prices which 
have increased the amounts of capital needed by beginning farmers and those add- 
ing to their acreage to achieve more economic size. Hicher levels of prices paid 
by farmers for items used in production also have increased the amount of credit 
needed to finance annual farm operating costs. 

Loans made by farm credit banks—Amounts of loans made to azriculture by 
the farm credit banks increased from a net total of $3.4 billion during the calendar 
year 1958 to $4.0 billion in the calendar year 1959. All groups of farm credit 
banks p»rticipsted in this rise in lending activity. 

The amount of farm mortgage loans made by the Federal land banks increased 
from $429 million in the calendar year 1958 to $572 million in 1959. This rise in 
the volume of land bank loans resulted in part from the continued rise in land 
values. Many farmers borrowed to purchase land to enlarge their farms and to 
round out under-sized units. Loans also were made to farmers to refinance and 
consolidate existing debts and to provide funds for major improvements and 
adjustments. 

Loans made by the production credit associations increased from $2.2 billion 
in the calendar year 1958 to $2.5 billion in 1959. Higher levels of farm operating 
expenses and increases in the size of farm units contributed to this rise in the 
demand for production credit. Farmers also are tending to borrow more as 
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agriculture shifts to a commercial basis requiring larger amounts of operating 
capital. 

Loans made by the banks for cooperatives increased from $559 million in the 
calendar year 1958 to $698 million in 1959. Farmers’ cooperatives borrowed 
Jarger amounts to modernize and expand their operations to meet increasing needs 
of their farmer members. The volume of business handled by cooperatives has 
been rising in recent years. 

Estimates of the total outstanding debt owed by farmers indicate that the 
amounts of credit furnished to agriculture by most types of lenders increased 
during the past year. Between January 1, 1959, and January 1. 1960, the propor- 
tion of the total credit furnished to agriculture by the farm credit banks increased 
from 16 to 17 percent. This increased percentage resulted in part from the fact 
that some private lenders are finding other investments more attractive than farm 
loans. 

OUTLOOK 


Under the pressure of continued large supplies of farm products, prices received 
by farmers may decline somewhat more during 1960 unless unfavorable weather 
reduces farm output. Farm operating costs probably will rise further due to 
expected price increases in items of nonfarm origin purchased by farmers. As 
a result, gross and net income received by farmers may decrease again during 
1960. Business activity, however, is expected to be at a fairly high level in the 
period ahead. Good consumer demand therefore may help to slow the decline in 
farm income. 

These trends are likely to keep the demand for agricultural credit at a high level. 
The pressure of reduced incomes will undoubtedly cause many farmers to con- 
solidate and refinance their debts. There is likely to be a continued demand for 
credit from farmers who are enlarging and adjusting their farm operations in an 
effort to offset the effects of lower prices. Increased levels of farm production 
costs will probably keep needs for farm operating capital at a high level. 

The volume of business handled by farmers’ cooperatives is expected to remain 
large in the period ahead. Considerable amounts of credit will continue to be 
needed to finance the operation of farmers’ cooperatives. Farmers are using 
their cooperatives as a means of reducing operating and marketing costs, and 
improving the level of returns from products sold. Some cooperatives are provid- 
ing farmers with a means for adjusting to the trend toward integration in agri- 
culture. 

Since the outlook for the farmer and farmers’ cooperatives is continued sur- 
pluses in farm products, declining net farm income and continued needs for 
agricultural credit at a high level, what is the outlook for the farm credit banks 
and associations during this period? Where do these banks and associations 
stand with respect to their ability to meet the expanding credit needs of farmers? 

The farm credit system in order to provide for its share of the farmers’ future 
credit needs must have adequate capital and ample lending funds. The system’s 
lending funds, as you know, are obtained primarily through the sale of bonds and 
debentures to the investing public. The interest costs of new issues of securities 
by the farm credit banks increased throughout the calendar year 1959 more 
sharply in the second half than in the first. For example, the cost of Federal 
intermediate credit bank 9-month debentures rose from 3.55 percent to 5.48 
percent; cooperative bank debenture costs increased from 3.60 percent to 5.48 
percent for maturities ranging from 5 to 9 months; and bond costs of the land 
banks ranged from 3.85 percent for l-year bonds to 5.24 percent for bonds of 
75-day maturity. The average cost to the FICB and BC debentures outstanding 
increased over 2 percentage points during the year. The average cost of FLB 
bonds outstanding, which are issued for longer terms, increased only 0.45 per- 
centage points. 

The increased costs of money made it necessary for the farm credit banks to 
raise their lending rates during 1959. At the end of this year the FICB rates on 
loans and discounts ranged from 5% to 6 percent; the BC’s from 4% to 6 percent 
and all of the FLB’s had increased their lending rate to 6 percent. Interest rates 
charged by PCA’s range from 6 to 8% percent, with 387 of the 494 associations 
charging 7 percent or less. 

These increased interest rates provide the farm credit banks and associations 
with the necessary earnings to maintain financial stability; however, it is antici- 
pated that a number of FICB’s and several of the PCA’s will need additional 
capital to maintain their debt-to-capital ratios if the estimated increases in loan 
volume materialize. With respect to the PCA’s the present revolving fund of 
$60 million appears more than ample to meet the capital requirements as the 
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associations have been able to meet a large part of their needs through the sale of 
additional stock to their members. The Federal intermediate credit bank, how- 
ever, does not have this same opportunity to obtain additional capital, with the 
result that its revolving fund is experiencing greater use than that of the produc- 
tion credit associations and has been reduced substantially the last few years. 

In summary, I believe the credit needs of farmers and farmers’ cooperatives 
will be at a high level for the next few years and that farm credit banks and 
associations will have the necessary means to handle the share of such credit 
which they will be called upon to furnish. Also I believe that the combined 
resources of the present lenders serving agriculture—individuals, dealers, stores, 
commercial banks, insurance companies, Farmers Home Administration, and 
Farm Credit Administration will be sufficient to adequately provide the credit 
needs of farmers for the foreseeable future. 


CoMPARATIVE Data ON THE FARM CREDIT SysSTEM 1953 Aanp 1959 


Mr. Toorety. Mr. Chairman, I have a supplemental table which | 
brought along, and it fits in very nicely with the subject that you 
ope ned up at the outset, and that is, the matter of comparative per- 
sonnel and expenditures for the Farm Credit Administration. 

This is a table which our office had worked up for the Farm Credit 
Board recently, and it shows the picture for the vear ending December 
31,1953. If vou will recall, the Federal Farm Credit Board came into 
existence in December 1953. I should like to submit this table for 
the record, Mr. Chairman, and I have copies for members of the 
committee. 

Mr. Wuirten. We will be glad to have it included in the record 
at this point. 

(The table follows :) 


Comparative data for the Farm Credit Administration end fer the district banks and 
associations it supervises 


| i 
Item Dec. 31, 1953 | Dec. 31, 1959 | Percent change 


Farm Credit Administration: | 


Total number of positions_....._....___-- eae 322 | 1 207 | —35.7 
ee ee ene $2, 162, 250 | $2, 125, 000 | —1,7 
Expenditures for the year ended_ i $2, 112, 197 $2, 080, 700 —1.5 
Dollar volume of loans outstanding for syste . $2, 172, 088, 000 | $4, 449, 468, 000 +104.8 
Federal land banks: | | 
Personnel employed 2- , Scale pet ines 1, 208 1,042 | —13.7 
Number of loans outste anding_ lh le ae 314, 452 | 374, 105 +17.5 
Dollar volume of loans outstanding-- _______..| $1, 179, 889, 000 | $2, 359, 841, 000 | + 100.0 
Federal land bank associations: | 
Nimeer ef Suseeiations ... ..66c24. 5-5-2 0csese ca) 1, 134 822 —27.5 
Dereon qunoved 8. 5. «nick Kine nntcsee a 1, 862 | 1, 662 —10,7 
Federal intermediate credit banks: | 
Personne! anes (includes PCC positions, | | | 
merged Jan. 1, 1957) 2 alae 8 ee et igs | 440 | 341 | —22.5 
Loans and ponder oe during 3 ye: ee ee $1, 777, 859, 000 | $3, 320, 769, 000 | +86. 8 
Production credit associations: | 
Number of associations - - -- Shanda kes eis Cm 498 | 494 | —.8 
Personnel employed 4_____-- br ek oe | 3, 284 3, 389 | +3.2 
Number of loans made during ye: Dee ok 266, 320 | 5 331, 500 | +24.5 
Dollar volume of loans made during year as $1, 226, 469, 000 | $2, 515, 362, 000 | +105. 1 
Banks for cooperatives: | 
Personal emanioyed ; : 5 ....252b 2-08. d55n 3-2 -| 229 | 244 +6.6 





Dollar volume of loans made during year. _.- waite $497, 016, 000 $697, 741, 000 +40. 4 





! Does not include 37 appraisal employees which were transferred from land bank to FCA payroll Dec. 31, 
1959. 

2 Includes full-time employees and 44 part-time employees as of July 31, 1959. FLB’s includes appraisal 
employees paid by banks. 

§ Represents full-time equivalent as of July 1. 

4 Represents full-time equivalent as of Dec. 31, 1953, and Dec. 31, 1958. 

+ Represents number of borrowers served during the year. 
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Mr. Toorre.u. This table gives comparisons for the farm credit 

system between the years 1953 and 1959. 
‘In the first section at the top are comparisons of the Farm Credit 
Administration, which is the supervisory agency. I would like to 
point out that in that 6-year period our total number of employees 
decreased by 35.7 percent; that the budget for the year decreased 
slightly, in spite of the salary increases, increases in per diem, and 
other costs of doing business; and that at the same time between those 
two periods the total volume of loan business for the Federal farm 
credit system went up by about 105 percent. 

As to the Federal land banks, they show a decrease of 13.7 percent 
in number of employees; an increase of 17.5 percent in the number of 
loans outstanding; and an increase of precisely 100 percent in the 
dollar volume of loans outstanding. 

The Federal land bank associations, through which Federal land 
banks loans are made, show a decrease of 27.5in number. This is due 
to the consolidation of small uneconomic associations—which has 
been a step in the right direction—and there has been a corresponding 
decrease in the personnel employed. 

The Federal intermediate credit banks show a decrease of 22.5 
percent in personnel employed. You will recall that effective Jan- 
uary 1, 1957, the old production credit corporations were merged with 
the banks and there was a substantial decrease in the personnel 
brought about by that merger. In spite of that fact, the loans and 
discounts have gone up 86.8 percent. 

The production credit associations show a decrease of 0.8 of 1 per- 
cent in number of associations; a slight increase of 3.2 percent in 
number of personnel employed; a 24.5 percent increase in number of 
loans made; and a 105 percent increase in the dollar volume of loans. 

In the banks for cooperatives there was a 6.6 percent increase in 
personnel employed, and an increase of 40.4 percent in dollar volume 
of loans made. 





INCREASE REQUESTED FOR 1961 


We are rather proud of this record, Mr. Chairman. We, however, 
are departing just a little bit from this this year and are coming 
before this committee and asking for a small increase in our budget, 
or in our administrative expense limitation. That increase is occa- 
sioned by the carrying out of the Farm Credit Act of 1959 which, as 
Mr. Ritter indicated, called for a transfer of the main responsibility 
for making appraisals from the Farm Credit Administration to the 
respective land banks, and in connection with that, the assumption 
by the Farm Credit Administration itself of the payment of salaries 
of 37 employees who have been employees of the Farm Credit Admin- 
istration all along but, for purposes of convenience, have been paid 
directly by the Federal land banks in whose districts they were assigned. 
The increase involved is $355,000 per vear over the 1960 authoriza- 
tion, in other words, an increase from $2,125,000 to $2,480,000 for 
fiscal 1961. 

I would emphasize that this involves no actual increase in the cost 
of the system doing business; it simply is a different means of bringing 
about the payment of these 37 employees. Instead of the land banks 
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paying them directly, we pay them and we assess the land banks for 
that additional cost just as we assess the land banks for all the costs 
of the Farm Credit Administration which are attributable to land 
bank operations. 

Mr. Wuirtren. Governor, I listened with interest to your statement. 
We on this committee have been aware through the years of the 
very fine job the Farm Credit Administration has done in meeting 
its responsibilities with relatively few employees and with relatively 
little cost compared with the volume of work with which you are 
concerned. 


TRANSFER OF PERSONNEL TO THE ADMINISTRATION 


I would like to ask you again the basis for transferring to yourselves 
the actual payment of these 37 people. Do you fe el that will put 
them more directly under the supervision and control of the Farm 
Credit Administration than the former policy of the Department 
under which they were paid by the land banks? 

Mr. Toorreti. Mr. Chairman, whether rightly or wrongly, it was 
called for by the legislation that was passed last year. I am inclined 
to believe that since our reviewing appraisers in the districts are 
reviewing the work of employees of the Federal land banks rather 
than employees of the Farm Credit Administration—and T believe 
vou would know about that, Mr. Marshall, since I believe you were a 
Farm Credit Administration appraiser at one time? 

Mr. MarsHatu. No, but I did work with the Farm Security 
Administration. 

Mr. Tooretu. I was under the impression you had been a Farm 
Credit Administration appraiser at one time. 

We do feel that these reviewing appraisers, the reviewing appraiser 
staff in each district, should be answerable to the Farm Credit 
Administration. 








BASIS FOR REJECTION OF 


Mr. Wuirten. I was invited to meet with the local association in 
one of the areas, a part of which is in my district. I met with the 
commissioners who own the stock of the land banks, and I was asked 
to go through quite a number of dockets of loan applications. Those 
on this loan board, who everybody says own the land banks, said to 
me that their recommendations were completely ignored by your 
appraisers. They attempted to show me that in some instances loans 
were approved which were not nearly as sound as those disapproved. 
The question raised is whether, by reason of an appraiser appointed 
by you, you are not taking away the rights of the land banks or the 
loan associations, which, after all, have the best knowledge of local 
conditions. 

This committee has had this proposal up with the Farmers Home 
Administration in connection with two or three aspects of their own 
program. Under the Federal Housing Act, the Farmers Home 
Administration was given the responsibility of taking care of needs in 
certain areas. The Farmers Home Administration has in no way 
carried out that responsibility to the degree that the Federal Housing 
Administration has. 


LOAN APPLICATIONS BY APPRAISERS 
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Now in much of this country there has been a change in that the 
small farmers more and more have had to turn to city employment, 

Mr. Tooreuy. That is right. 

Mr. Wuirren. In order to make a living they have had to have 
cash income from jobs, which has left them less time to farm. The 
Farmers Home Administration has taken the view that more income 
has to come from the farm than was formerly required. I believe 
the statute requires that they have at least $400 a year from farming 
to qualify for a Farmers Home Administration loan. They have 
changed that to say it has to be substantially more, and this has 
made it harder and harder for farmers to get loans from them. Then 
if, through your appraisers, you turn these applicants down, it means 
a large segment of our population has no credit available to them. 

| am merely pointing out there are two sides to it. But what are 
your appraisers told so far as going along with local associations? 
And may I say in this partic ular local association they never lost a 
dime throughout the history of it, and I cannot see on what basis 
you can send an appraiser down there to turn down these loans. 

Mr. Toorrii. When was it this committee met with you? 

Mr. Wuirren. Last December. 

Mr. Tooreu. Just this last December? 

Mr. Wuirren. Yes. 

Mr. Toorr.iu. Of course this fundamental change took place on 
January 1, or actually on December 31. That was one of the reasons 
for transferring appraisers to the Federal land banks so that the full 
responsibility for making appraisals would be shifted to the land banks 
and to the associations. 

Mr. Wuirren. Who makes the determination as to what showing 
must be made by an applicant for a loan from the Federal land 
banks? Who makes that determination, the board of directors of the 
particular Federal land bank, subject to your approval? 

Mr. Toorety. The broadest type of framework is involved in the 
law itself, and that is further defined and refined by administrative 
rulings of the Farm Credit Administration. 

Mr. Wuitren. We are exploring here an area in which I think the 
committee has responsibility, that is, through whatever means are in 
sight, that we see that a large segment of our population has access 
to farm credit in line with what other segments have through other 
agencies. 

So may we have for insertion in the record at this point the require- 
ments of the law, as refined by your agency and further refined by 
the land banks, requirements both as to how much the appraisal must 
exceed the loan requested or approved, as to the interest rates re- 
quired, and as to the farm income required. I am trying to develop 
for the record whether C ongress needs to act to give somebody else 
the job if you cannot meet it. Involved first is the value of your 
security; second is the weight that might be given to the income of 
the person, which might be considerably i in excess of the farm income; 
and while this may be a residence 3 miles from town, the bank has to 
deal with residential value in the area rather than the value of the 
farm. I am trying to find out the facts so we can determine whether 
we should recommend legislation so someone might take over this 
area of need, because this movement out of town to the rural areas 
is an established fact , and this movement of people who still live in 
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rural areas to jobs in the towns is an established fact. Yet the Federal 
Housing Administration is operating in one area and the Farmers 
Home Administration in another, and apparently you are operating 
in another, and I understand there is a need that none of you are 
meeting at present. 

Mr. Toorety. We would be glad to furnish additional information, 
but certainly between Mr. Gilmore and me today I tbink we can 
probably give you the information you desire. 

Mr. WuirrEen. We will be glad to have it orally and you can show 
it in more detail in the record, if you will. 

Mr. Toore.y. In the first place, I would like to say that borrowing 
for the purpose of building a residence 

Mr. Warrren. Or improving. 

Mr. Toorrety. Or improving a residence, always has been an eligible 
purpose for Federal land bank funds. 

Second, for many years the Federal land bank system has been 
making loans to part-time farmers and in determining how much of a 
loan might be made the matter of repayment, of course, is always the 
cardinal principle, the ability to repay, and the land banks have taken 
into consideration this matter of outside income if it seemed to be 
something that might be looked upon as being dependable. 

Mr. Wuirren. If that residence is out of proportion to the value of 
the farm on which it is situated, does that in effect keep the man from 
being eligible for a loan, even though bis cash income may be sufficient 
to warrant him in building that type of house or in improving the 
house that is there? It seems some question has been raised as to 
whether you meet the need. 

Mr. Toore... It does not affect his eligibility. It may have 
something to do with whether the land bank ‘could make him’a large 
enough loan to meet his needs. 

Mr. Wuirren. What is the limit on the amount? 

Mr. Tooreii. The legal limit that the land bank may loan is 
essentially 65 percent of the normal agricultural value of the property, 
and the law defines agricultural value as being the basis for making 
land bank loans. But in this matter of making loans to part-time 
farmers, the agricultural value of the property is deemed to be sub- 
stantially more than can be supported by merely the agricultural 
income. In other words, the income from another dependable source 
is taken into consideration in determining (1) the ae agricultural 
value of the property, and (2) in determining how much ‘of a total 
loan might be obtained. 

I would like to ask Mr. Gilmore, who heads the Land Bank Service, 
to supplement that if he thinks I have made any omissions. 

Mr. Grimore. The only thing I think might help is to point out 
that ofttimes, on part-time farms, the house is the major item of 
value. In other words, the farmland may be of nominal value but if 
there is a $10,000 house on it, that may well be the principal factor on 
which that loan is made. 

Mr. Warrren. Under your rules and regulations, would you let that 
$10,000 residence be included as a part of the farm value, under the 
65-percent limitation? 

Mr. Giutmore. Yes. In fact, I think in leans that have been made, 
for example, on 6- to 10-acre tracts the value of the house could be 65 
or 70 percent of the overall value. 
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Mr. Wuirren. I clearly recognize, with a shift in positions, we 
should do what we can to see that the objective is met. 

Mr. Toore i. Do you feel we have adequately answered your ques- 
tion or is there other data you would like submitted later? 

Mr. Wurrren. | think you have adequately answered the question, 
but it might be well for pertinent provisions of the law to be included 
in the record, as well as such additional details you might see fit to 
include. 

Mr. Toore.y. We will do that. 

(Additional information was submitted as follows:) 


ApPROVAL PROCEDURE AND Basis OF APPRAISAL FOR A FEDERAL LAND BANK LOAN 


A Federal land bank makes long-term farm mortgage loans to farmers and 
ranchers in its district. The loans are made through local Federal land bank 
associations which serve a territory of one or more counties. Each borrcewer 
from a land bank must be elected to membership in the local association and pur- 
chases stock in the association equal to 5 percent of the amount of his loan; and 
the association in turn purchases a like amount of stock in the land bank. The 
stock issued in connection with a loan is retired when the loan is paid off, and the 
former borrower then ceases to be a member of the association. 

Each association has a board of from five to seven directors elected by and from 
the membership of the association. There is also a loan committee of three or 
more members—one may be the manager of the association—chosen by the 
directors to approve loans on behalf of the association and elect applicants to 
membership. No action by the loan committee is valid unless approved by all 
of the participating members. 

In the ease of an individual applicant, a loan may be made to any person who 
farms or actively participates in the management of a farm, or who is shortly to 
become so engaged in farming operations, or to any other person the principa! 
part of whose income is derived from farming operations. Part-time farmers are 
deemed eligible even though a material part of their income is from off-farm 
sources. In the case of a corporation engaged in farming operations, a loan may 
be made if at least 75 percent in value and number of shares of the stock of the 
corporation is owned by individuals themselves personally actually engaged in 
farming operations on the farm to be mortgaged as security for the loan, and if at 
least the same percentage of the owners of the stock of the corporation assume 
personal liability for the loan. The interest rate on loans presently made by all 
Federal land banks is 6 percent per annum. 

The general procedure in considering a loan application is prescribed in the 
Federal Farm Loan Act as follows (12 U.S.C. 751, 752): 

“!§ 751] Whenever an application for a mortgage loan is made to a Federal 
land bank association, the loan committee * * * shall cause to be made such 
investigation as it may deem necessary as to the character and solvency of the 
applicant and the sufficiency of the security offered. When it appears that a 
loan may be approved, the loan committee shall obtain a written report on the 
security by an appraiser designated or appointed by the Federal land bank of the 
district and such appraiser shall investigate and make a written report upon the 
security offered. Such appraisal, investigation, and report shall be made in 
accordance with appraisal standards prescribed by the Farm Credit Administra- 
lon and may be made by any competent person (including an employee of a 
Federal land bank association) when designated for that purpose by the Federal 
land bank of the district. The loan committee shall cause a written report to be 
made of the results of such investigations of the applicant and the security and 
shall, if it concurs in such report, approve the same in writing. After the loan 
committee has reached an agreement as to the amount and terms of the loan which 
may be offered to the applicant, if such amount is not in excess of 65 per centum 
of the normal value of the security offered as determined by said appraiser, the 
association may notify the applicant of the amount and terms of the loan approved 
by the loan committee: Provided, That any such notice shall contain a statement 
that the amount and terms of the loan offered to the applicant are subject to and 
conditioned upon subsequent approval or disapproval by the Federal land bank. 

“{§ 752] The written report of the loan committee and the report made by an 
appraiser designated or appointed by the Federal land bank shall be submitted 
to the Federal land bank with the application for the loan, and the land bank shall 
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examine said reports when it passes on the loan application which they accompany, 
No loan shall be made unless the report of the loan committee and the report of 
the appraiser are favorable.” 

The amount of any loan made may not exceed 65 percent of the normal value 
of the farm mortgaged as determined by the appraisal, plus any amount of the 
loan which is used to pay for the stock which an applicant is required to purchase 
in the association (5 percent of the loan). The statutory standard for making 
such appraisals is as follows (12 U.S.C. 771, Fifth): 

“Tn making said appraisal the value of the farm for agricultural purposes shall 
be the basis of appraisal and the normal earning power of said farm shall be a 
principal factor; and, consistent with community standards, the appraisal may 
also reflect home advantages and the availahilitv to a typical operator of the 
property of earnings from other dependable sources to supplement the normal 
earning power of the farm.” 

It is the latter part of the sentence, added in 1955, which is considered to afford 
specific authority for lending on what are sometimes called part-time farms. 

Often the residence on a small part-time farm contributes much more to the 
value of the property than does the land. In appraisals of such farms, this is 
recognized by the appraiser in his normal agricultural value to the extent the 
home is in keeping with the community standards for part-time farms. 

It is considered that the act authorizes the land banks to loan on farm (and 
ranch) land and buildings from which there are agricultural earnings but not on 
purely rural residences where no cash income is produced from agricultural 
pursuits on the property. The regulations of the Farm Credit Administration 
prescribe no minimum acreage necessary to qualify as an eligible part-time farm, 
They do specify that the farming operations of a typical owner normally must 
show some cash income, over and above farm operating expenses, from the agri- 
cultural pursuit to which the farm is adapted. The raising of poultry and live- 
stock, dairying, and the producing of cash crops are pursuits recognized as being 
agricultural. 

In 1959, 8,410 loans for $51,141,500 were made on so-called part-time farms 
which met these requirements. This represents about one out of every six loans 
made by the land banks last year. The field of part-time farms is considered to 
be an important segment of agriculture intended to be served by the Federal land 
banks and an earnest effort is being made to carry out that responsibility. 


INTEREST RATES 


Mr. Wuirtten. Governor, I notice in your justifications that you 
do list the change in interest rates paid by you in selling your deben- 
tures and paid by the various land banks. I wonder if we could 
have a table for the last 8 or 10 years showing the minimum and 
maximum per year paid in issuing your debentures and also in con- 
nection with your bonds. Also, we would like a listing of the interest 
rates charged by the land banks in the respective years and the 
interest charged by the production credit association. It may be 
that this gets so voluminous that you would have to show the high 
and low between associations. 

Mr. Toore.y. Yes. 

(The information follows:) 
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Bonds and debentures issued—Face rates } 























[Percent] 
Federal land bank Federal intermediate Bank for cooperative 
bonds credit bank debentures debentures 
During fiscal year | tele ccaciaepeasl 
| High | Low Hugh | Low High | Low 
: 23 epee | 5 
(2) (2) 2 1.35 (2) (2) 
25% 24% 2. 35 1.85 24% 2% 
234 214 2% 1.90 234 2% 
234 24 3 1\% 2% 1% 
24 2% 2.15 1.20 | 2. 35 1.90 
3% 27% 3. 5A 2. 30 | 3% 2.95 
4K 334 4 4 4% 34 
454 234 4% 13% 5 1.70 
434 134 414 13% 44 2. 85 
5. 40 4% 5% 3.45 5% 4% 











1 Regardless of maturity. Since the rates are affected by the length of terms of the obligations, the ranges 
shown do not necessarily indicate the extent of market fluctuation during each year. 
? None issued. 


Loan rates to members on specific dates 








[Percent] 
| \| | | 
| Produc- Banks for | Produc- Banks for 
Jan.1— | Federal | tion credit | coopera- | Jan. 1— Federal | tion credit | coopera- 
land banks} associa- tives land banks| associa- tives 
| tions | tions 
a | 4 -4% 414-6 eg “W youg 2) 8 4 -5 5 284-414 
---] 4-5 | 5 -O% 214-4141| 1957......---- 414-5 5 -7 34-414 
3 4 -5 5 -§34 2! 5-414|| ie rlendecmiaea 514-6 5 -8 44-54% 
4 -5 5 -6% 23 4-44 1959_. sas 5 -5% 5 -8 34-5 
4 -5 434-6 234- 416 | Reins saiiorst 6 6 -8%4! 4374-6 
| 





STATUS OF FARM INVESTMENTS AND NET FARM INCOME 


Mr. Wurrren. Last year I raised the question, which I raise again, 
and which we have to raise with the Department quite frequently, 
concerning the investment required to farm. The Department at- 
tempts to ‘show that the increase of farm assets is a wonderful picture 
for the farmer. I cannot conceive of the value of necessary equip- 
ment being any particular asset. If a farmer has to have this equip- 
ment in order to farm, to me it is required capital, and I think this is 
a dark spot on the picture rather than a bright spot. I know if a 
person quit his job and went back strictly to farming, one of the major 
jobs he would have would be getting what it takes to farm. 

Mr. Toorrny. That is right. 

Mr. Wuirren. It seems to me that a reasonable return from this 
capital investment has to be considered. I will continue to point out 
that it is misleading to list a farmer’s required investment in order to 
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farm as an asset. That is not particularly an asset to him. If you 
called this his net worth if he sold out, or investment required, that is 
another thing. But when you call what a farmer must have in order 
to farm an asset, that is what you would call living on his own fat. 

Mr. Toore.u. I quite agree with you, the farmer would have to 
sell at the inventory prices in order to realize fully from this as an 
asset. 

Mr. Wuitten. Do you think the picture is improving or deterio- 
rating, Governor? 

Mr. Toore.u. I think it actually has deteriorated some. Cer- 
tainly the substantial drop in realized net farm income between 1958 
and 1959 marked a deterioration in the farm situation. That was a 
decrease of some 15 or 16 percent. 

The prediction at the time of the national outlook conference last 
October was that the realized net farm income in 1960 was likely to 
be 5 to 7 percent less than 1959. That figure has improved, and im- 
proved particularly as a result of the hog situation. Because of the 
relationship between hog and corn prices and other meat prices, the 
outlook now is for probably realizing a net income for 1960 between 
4 and 5 percent less than 1959 rather than 5 to 7 percent less. 

Mr. Wuirren. You mean, Governor, you recognize all this corn 
will bring hog prices down? We have tried to make that point to the 
people in the Department and they do not seem to realize that. 

Mr. Toore ty. You mean that the price of corn will bring hog prices 
down? 

Mr. Wuirten. Yes. 

Mr. Toore.y. Unquestionably it will bring them down. 

Mr. Wuirren. May | interrupt to say that the other side of that 
is that, if corn prices had stayed up, it probably would have held hog 
prices up. 

Mr. Toore.u. I think if the price had stayed up probably the 
prospect of a favorable corn-hog ratio would have been less. As a 
result farmers would have bred less sows, there would be less pork, 
and the price would be higher. 

Mr. Wuirren. I appreciate your answers. Of course, we are iD 
thorough accord with that view. 

I would say for the record that the Secretary and others in the 
Department have not acknowledged those facts for the record. They 
have pointed out the fact that we never have had price support for 
beef and hogs. 

I realize at this late date that, with the picture not good, the Seere- 
tary and I might have some differences as to the whys and wherefores. 
When he was before our committee I tried to develop the record. 

I said, ‘‘You are so set in your opinion I am not expecting you to 
change. I was here long before you were, and I doubt that I will 
change my viewpoint. But perhaps we will find some outsiders to 
read these hearings who will look at it more objectively than you or I.” 

[ am giving you credit for looking at this more objectively in view 
of your present statement. It certainly bears out the history which 
shows there is a relationship between the two. 

The figures which you have submitted to us here in your presenta- 
tion, just from a casual glance, are substantially those given us by the 
Department. I take it these figures come from the Department? 
Mr. Tooretu. That is right. 
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Mr. Wuirten. If there is a variation it might be because of a little 
different period between the time we put them in the record and the 
time vou prepared the tables. 

Mr. Tooretu. That is right. 

Mr. Wnuirren. If the farmer’s condition is judged by how much he 
owes, he is in pretty good shape, is he not? How much does he owe? 

Mr. Toorr yu. About $22.6 billion is the latest figure. That is ex- 
clusive of Commodity Credit Corporation borrowing. 

Mr. Wuirren. A group which can borrow that much money is a 
pretty substantial group, is it not? 

Mr. Toorety. That is right. 

Mr. Wuarrren. That is just about as correct a basis to look at it, is 
it not, as it is how much he invests in his farm? 

Mr. Toore.u. There has to be some foundation for bis real estate 
and chattels as asset value before any prudent lender will establish 
the line of credit that these farmers have. 

In other words, what I am saying, Mr. Chairman, is this: that part 
of this $208 billion of farm assets never may be realized because there 
may be a drop in the land market before a very substantial part of 
the land is sold. Nevertheless, there is very substantial foundation 
in terms of farm assets. They have been accumulating. 

Even if one were to take 1950 levels of land values, for instance— 
as a matter of fact, I believe I have a chart on this matter of the 
value of farm assets using the constant dollar. Using 1947 to 1949 
dollars it is quite a different picture from the one which uses current 
dollars. 

Here is the current dollar chart on the left. Here are the 1947 to 
1949 dollars on the right. The total assets have not increased tre- 
mendously, nor has the total debt increased significantly. 

Mr. Warren. The $22 billion that the farmers own now is the 
equivalent of 2 years net income. 

Mr. Tooretyt. Two years net income? 

Mr. Wuirten. Yes. That is somewhat significant. 

The farm picture to me looks very bad. I asked the Director of 
extension, Mr. Ferguson, to put in the record the number of students 
in the various agricultural colleges. He put those figures in there. 
They show that, out of 411,000 undergraduate students in our land- 
grant colleges, only 31,000 are studying agriculture. 

Is that not surprising to you? Does that represent a lack of in- 
terest on the part of our youth to go into a field on which we are all 
so dependent? 

Mr. Toorriu. It does not come as much of a surprise to me be- 
cause for so many years I was associated with the land-grant college 
system, and I am a product of it myself. 

For many years, even at the time I was taking undergraduate work, 
the division of agriculture was the smallest division in our land-grant 
college. The school of engineering was many times larger. That 
goes back to the early twenties. 

Mr. Wuitten. I make this statement in no way to criticize the 
earerent system or the Extension Service. They do a marvelous 
job. 

The point I make is that there are so few people who go to this 
kind of school, which usually is identified as the place to go if you 
Wish to study agriculture. 
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Mr. Tootetu. That is right. 

Mr. Wuirren. 31,000 is a very small percentage of 180 million 
people. It is a mighty small supply line for the protection of agri- 
culture down through the years. 

Doubtless 90 percent of those will get into some salaried job? 

Mr. Tooreiyt. A high percentage would, but I would also believe 
there would be quite a few who did not take agriculture who would be 
going into agriculturally related industries. The fact that only 10 to 
12 percent of our total population is directly engaged in primary 
agricultural production does not begin to indicate the significance of 
agriculture in our economy. 

The total of our people who are employed in primary agriculture 
and related industries is closer to 40 percent. 

Mr. Wuirren. I can realize that. In our investigations we have 
looked into price supports, the cost to the Treasury, and so on. J 
have about concluded that everybody who touches the farm price- 
support program takes by far a greater percentage out of it than the 
farmer. Every other group comes out in first-class shape, with the 
exception of the farmer. 

These related jobs seem to be rather good ones. I wish I could get 
you to speak for the Department rather than the Secretary. I 
believe if you stressed what you see it might help to get this message 
across a little better than our Secretary has succeeded in doing. 

Mr. Tooreiu. I feel that American agriculture is doing a very com- 
mendable job. It is very significant that as few as 10 or 12 percent of 
our people in primary agricultural production can do such a significant 
job of production. | wish some of the rest of us not engaged in primary 
agricultural production were smart enough to solve this problem of the 
abundance in agriculture and see to it that farmers were able to share in 
reasonable degree in the benefits that flow from this abundance. 


INCREASE OF PRODUCTION CREDIT ASSOCIATIONS’ RATES 


Mr. Wuirren. I know you feel that way. I am advised that your 
production credit associations have had to increase rates they charge 
a farmer to a level of from 7 to 9 percent. Here we have farmers 
whose income drops off 15 to 20 percent. The cost of machinery goes 
up about 10 percent. He has to borrow more and more money. 

His income is off about $4 billion in 8 years, his costs have gone up 
about $10 billion, and now there is an inter est rate rise. How long 
can we take it before the thing cracks up? 

If farm net income goes down at the same rate for the next several 
years, and the interest. rates go up, farm costs go up, and fewer and 
fewer people farm, where is the end of this thing? For how long can 
these things continue? 

Mr. Toorretn. I am sure all of our production credit associations 
would like to be able to loan to farmers at about 5 percent. 

Mr. Wuirrten. There is no question about that. I recognize they 
in turn are affected by the money markets. 

Mr. Tooretu. Very definitely. 

Mr. Wuirren. Nevertheless, they are affected. 

Mr. Tooreny. That is right. 

Mr. Wuirten. As I have told you before, when I started practicing 
law in 1932 any farm or plantation of any size belonged to some 





RRR 




















nillion 
f agri- 


) 


elieve 
uld be 

10 to 
imary 
nce of 


ulture 


have 
mn. | 
price- 
in the 
h the 


Id get 
‘y. J 


ssage 


com- 
ent of 
ficant 
mary 
of the 
are in 


your 
harge 
rmers 
r 2OeS 


ne up 
long 


veral 
r and 
y can 


tions 


they 


icing 
some 


347 


insurance company. The farmers who farmed that land were living 
on the difference between what they could borrow on the farm and 
what it actually took to operate it. 

Every one of those people had borrowed 7 and 8 percent money 
over a long period of time. That is where I started my first lawsuit 
of any size. 

The insurance company which gave mortgages on these farms 
wanted to get their hands on that money rather than the land. They 
didn’t want the land. The land was no good. It cost too much to 
operate. I am truly frightened at the similarity between conditions 
today and what we had just before that break. 

One thing that is worse today than it was then is the fact that 
88 percent of the people have been inflamed against agriculture. We 
fought as hard as we knew how, but we lost the vote in the Appro- 
priations Committee 3 weeks ago on something essential to protect 
price supports. The reason we lost it is because it is politically 
popular to show you cast a vote to cut out something in agriculture. 
These are serious times. 

Governor, in making these statements I wish to say it is not in the 
form of a lecture. In talking to you, I am talking to someone who 
has just as great an interest as I have. You and your organization 
recognize all these things, you do a marvelous job, and | have just 
taken the occasion of your being here to make these comments. 

I make them with full knowledge that you and your group do 
understand and you are on the same side we are. I am sure there is 
no difference of opinion between you and your associates and this 
subcommittee. 

Mr. Toorrty. Thank you, Mr. Chairman. 

Mr. MarsHauu. If my recollection is correct this is the first time 
you have asked for an increase of administrative funds. 

Mr. Toorett. I believe it is, Mr. Marshall. 


INCREASE IN DOLLAR VOLUME OF LOANS 


Mr. MarsHatu. I further notice in that connection that your dol- 
lar volume of loans since 1953 has shown an increase of about 100 
percent. 

Mr. Toore.u. A little more than 100 percent. 

Mr. MarsHauu. And that you had in the land bank 1,208 people 
in 1953 and 1,042 in 1959. You are doing 100 percent more business 
dollarwise with less employees. 

Mr. Tooreui. That is right. 


FORECLOSURES 


Mr. MarsHaui. That is a fine record. How does your rate of fore- 
closure in 1959, the number of foreclosures, compare with 1958? 

Mr. Tootrre.u. There was no increase. That is one of the things 
which has been surprising. The foreclosure rate has not increased 
at all as yet. 

Mr. MarsHaA.u. We are glad to note that. 

Mr. Tootriy. Nor has the delinquency rate. Our land bank 
delinquency rate is a little over 5 percent in this last year which is 
about what it has been running for several years. 
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RELATION OF INCREASE IN LAND VALUES TO DECREASE IN FARM INCOME 


Mr. MarsHauu. Land values have continued to rise? 

Mr. Toore... That is true, but there is evidence that they are 
forming a plateau and in certain spots they are going down some. 

Mr. Marsauw.u. Nationwide figures still show an increase? 

Mr. Toore.u. Yes. 

Mr. MarsHauu. How do you account for the fact they show an 
increase, that land values remain high with the drop in farm income? 

Mr. Toore ut. | think historically there has been a lag from 1% 
to 2 years, behind significant income changes. Most farmers, and also 
nonfarmers, who have invested in farmland, have underestimated 
what was going to take place in the way of a drop in farm income, 
and I think just recently there is coming to be more realization of 
what the facts of life are. 

Mr. MarsHa.u. | would like to commend you for what I think 
has been outstanding work in the field of farm credit and the manner 
in which you have administered the Farm Credit Administration. 

Mr. Toore.i. Thank you, sir. 

Mr. MarsHALL. It seems to me that during these times when prac- 
tically every agency has come before this Appropriations Committee 
with increases in personnel that you have done an excellent job of 
keeping your personnel in line with your work. I commend you for it. 

Mr. Toore i. Thank you, sir. We shall continue to try to do that. 

Mr. Natcuer. Mr. Marshall, I want to join with you in your com- 
mendation of Governor Tootell and members of his staff for the fine 
service being rendered the American people at the present time. 


AREA TREND IN NUMBER OF APPLICATIONS FOR LOANS 


Governor, I am just wondering whether in any section of the United 
States you find an unusual increase in number of applications for loans 
which attracts your attention? In any particular section do you have 
a change which shows a rather sharp increase in the number of applis 
cations for loans? 

Mr. Tootrse.u. No, I do not believe so. Mr. Gilmore could answer 
that better than I. 

Mr. Gitmore. Only a little more in the Midwest. There seems 
to be a little more activity in the Midwest. 

Mr. Toorreii. That is a matter of there being a lesser decrease 
in the applications for Federal land bank loans and mortgage loans 
generally than there was a year ago. Is that true? 

Mr. Gitmore. That is a better way of putting it. We have seen 
quite a substantial decrease in other areas. 

For example, taking the last 8 months, we have St. Paul up 16 
percent; Omaha is about the same but they hit a very heavy volume 
a year ago. 

I see Houston is down. Springfield is up in these last 8 months by 
25 percent. 

It seems there will be a spurt of activity in one area and then fall 
off, and then there will be a spurt elsewhere. 

Mr. Natcurer. What about the Springfield area? Can you cite a 
reason for that spurt? 

Mr. Gitmore. No, except there has been some added activity in 
this part-time farming field which we spoke of a few minutes ago. 
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We have increased activity there. This has to do with general urban 
expansion along the eastern seaboard. 

Mr. Narcusr. Mr. Ritter, we certainly enjoyed your fine statement 
and my commendation certainly applies to you as the Chairman of the 
Federal Farm Credit Board and all the members of your staff. 

Mr. Rirrer. Thank you, sir. 


TREND OF INTEREST RATES SINCE 1953 


Mr. SANTANGELO. What was the rate of interest that the farmer 
was paying in December of 1953, as compared with the rate of interest 
in December of 1959? 

Mr. Toore.t. We will have to look that up because these interest 
rates vary just as the money market varies. We will have to look 
that up and supply that figure. 

I could tell you offhand fairly close. Since we are going to supply 
for the record the precise information perhaps this I give you should 
be off the record. 

(This information is included in the table “Loan Rates to Members 
on Specific Dates”’ inserted on p. 343.) 

Mr. SAnTANGELO. Also include in that information the period when 
the big break came when the rate of interest jumped. 

(The information requested follows: ) 

Bond and debenture rates moved up rapidly in 1957, fell off in the spring of 1958, 


and again advanced rapidly during 1959. As a result the farm credit banks were 
forced to raise their rates to farmers approximately 14 percent during the period 


Mr. SANTANGELO. I| have nothing further. 


POSSIBLE INCREASE IN CREDIT DEMANDS ON PRODUCTION CREDIT 
ASSOCIATIONS 


Mr. Toorru. There is a point I did not make in the course of my 
testimony, gentlemen. We think it not unlikely that the credit 
demands on our production credit associations in the next year or two 
are going to be even greater than they have been recently. 

We hear reports from various parts of the country that commercial 
banks, many of those which have been active in the agricultural 
lending field in recent years, are restricting their agricultural lending 
activities, and not infrequently they are advising borrowers, those 
who come to them for loans, to go to their production credit 
associa tion. 

We feel that the greatest service that our production credit associa- 
tions may render agriculture is to serve as a dependable source of 
credit and be available to make loans at times when others who 
normally do a substantial amount of agricultural lending are not 
actively engaged in agricultural lending. 

Frankly, we feel, and farmers tell us, that it is much more important 
to them to be able to depend upon our loan service than it is to have 
cheap money. 

Mr. Horan. It disturbed me because when money is cheap and 
everybody is encouraging people to borrow money that is when you 
do not need it so badly. You might get in trouble for taking on too 
much, perhaps, but when money gets hard to get is when we need it. 

Mr. Marsuaut. I believe it would be well at this point in the record 
to note that on pages 103 and 104 of the record, Mr. Wells of the 
Agricultural Research Service has supplied some charts concerning 
land values. 
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We should like to say at this point that it is always a pleasure for 


us to have you before this committee, gentlemen. We always enjoy 
the discussion and always profit by your knowledge of the farm credit | 
situation. ‘Thank you. 


Mr. Toorexu. Thank you, gentlemen. 


Monpay, Marcu 7, 1960, 
COMMODITY STABILIZATION SERVICE 


WITNESSES 


MARVIN L. McLAIN, ASSISTANT SECRETARY OF AGRICULTURE 

WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZA- 
TION SERVICE 

CLARENCE D. PALMBY, ASSOCIATE ADMINISTRATOR, COMMOD- 
ITY STABILIZATION SERVICE 

SYLVESTER J. MEYERS, GENERAL SALES MANAGER, COMMODITY 
STABILIZATION SERVICE 

FOREST W. BEALL, DEPUTY ADMINISTRATOR, PRICE SUPPORT, | 
COMMODITY STABILIZATION SERVICE 

H. LAURENCE MANWARING, DEPUTY ADMINISTRATOR, PRODUC- 
TION ADJUSTMENT, COMMODITY STABILIZATION SERVICE 

ANDREW J. MAIR, DEPUTY ADMINISTRATOR, OPERATIONS, COM- 
MODITY STABILIZATION SERVICE 

THOMAS E. HAMILTON, DIRECTOR, SOIL BANK DIVISION, COM- 
MODITY STABILIZATION SERVICE 

ROBERT P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, OPERA- 
TIONS, COMMODITY STABILIZATION SERVICE 

HARRY B. WIRIN, DIRECTOR, BUDGET DIVISION, COMMODITY 
STABILIZATION SERVICE 

LAWRENCE MYERS, DIRECTOR, SUGAR DIVISION 

CLAUDE T. COFFMAN, ASSISTANT FOR SOIL BANK AND FOREIGN 
AGRICULTURE, OFFICE OF THE GENERAL COUNSEL 

W. S. SWINGLER, ASSISTANT CHIEF, FOREST SERVICE 

R. W. HEINEN, ASSISTANT TO THE ADMINISTRATOR, SOIL CON- 
SERVATION SERVICE 

C. H. DORNY, DIRECTOR, BUDGET AND FINANCE DIVISION, SOIL 
CONSERVATION SERVICE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 

HOWARD P. DAVIS, DEPUTY DIRECTOR, FOOD DISTRIBUTION | 
DIVISION, AGRICULTURAL MARKETING SERVICE 

ROGER STEWART, CHIEF, PUBLIC LAW 480 LIAISON BRANCH, 
OFFICE OF FOOD AND AGRICULTURE, INTERNATIONAL COOP- 
ERATION ADMINISTRATION 

SIDNEY MOORE, DIRECTOR, AUDIT DIVISION, INTERNATIONAL 
COOPERATION ADMINISTRATION 

CLAYTON W. McALLISTER, DEPUTY DIRECTOR, BUDGET DIVISION, 
INTERNATIONAL COOPERATION ADMINISTRATION 
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JUSTIFICATION OF THE ESTIMATE 


Mr. Wuirren. We have come now to the Commodity Stabilization 
Service. I should like to have put in the record at this point pages 
1 through 4 of the justification, volume 2. 
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(The pages referred to follow:) 


CoMMOoDITY STABILIZATION SERVICE 
PURPOSE STATEMENT 


The Commodity Stabilization Service was established by the Secretary of 
Agriculture on November 2, 1953, under the authority of section 161 of the 
Revised Statutes (5 U.S.C. 22), Reorganization Plan No. 2 of 1953, and other 
authorities. The service carries on the following principal programs: 


Acreage allotments and marketing quotas 


The Agricultural Adjustment Act of 1938, as amended, authorizes production 
adjustment for designated basic commodities (tobacco, peanuts, wheat, cotton, and 
rice) through acreage allotments, and the adjustment of supplies through market- 
ing quotas when supplies reach specified levels in relation to normal demand. 

Compliance with acreage allotments (including marketing quotas when they 
are in effect) has been made a requirement for eligibility for price support under 
the provisions of the Agricultural Act of 1949. Excess marketing of commodities 
which are under quotas is subject to penalties. The activities required to carry 
out this program include collecting and compiling farm acreage history, determin- 
ing normal yields, establishing acreage allotments, preparing and issuing allot- 
ment notices and marketing cards, measuring and computing acreages, and holding 
local referendums. 

This appropriation also finances the defense food program which is carried on 
under authority of the Defense Production Act of 1950, as amended, and related 
legislation. 

2. Sugar Act program 

The chief objective, set forth in the Sugar Act of 1948, as amended, is ‘“‘to 
protect the welfare of consumers of sugars and those engaged in the domestic 
sugar-producing industry.’’ This involves (a) determination of U.S. consumption 
requirements: (6) administration of quotas to regulate imports of sugar produced 
in foreign areas, as well as marketing of sugar produced in domestic areas; and 
(c) payments to domestic producers of sugar beets and sugarcane, provided pro- 
ducers comply with certain labor, wage, price, and marketing requirements 
prescribed by law. 

The Service also carries out the U.S. responsibilities under the International 
Sugar Agreement which is designed to contribute to stabilization of the world 
sugar economy. 


3. Conservation reserve program 

The conservation reserve program authorized by the Soil Bank Act is a long- 
range program under which farmers voluntarily contract to take cropland out of 
production for a specified number of years and devote it to conservation uses. 
In return the farmer receives (a) an annual rental payment for the contract period, 
and (b) assistance in either cash or conservation materials and services for carrying 
out approved conservation practices on the reserved acreage. Farmers may plant 
the reserved acreage to approved grasses, legumes, or trees, or devote it to soil- 
water-forest or to wild life sonservation practices. They may not harvest a crop 
from the reserved acres or graze them, except when authorized in emergencies. 


4. Commodity Credit Corporation program activities 


Various price support and related programs have been authorized in numerous 
legislative enactments since the early 1930’s. Operations under these programs 
are financed through the Commodity Cre dit C orporation. Personnel and facili- 
ties of the Commodity Stabilization Service are utilized in the administration of 
programs of the Commodity Credit Corporation, and the Administrator of the 
Service is also Executive Vice President of the Corporation. These Corporation 
activities include 

(a) Price support and related programs.— Under existing legislation, price 
support is mandatory for basic and specific nonbasic commodities and permis- 
sive for others. Support is carried out through loans, purchase agreem nts, 
direct purchases, or a combination of these methods. Commodities acqt.ired 
through price support operations are disposed of through various outlets 
pursuant to specific authorities, the main emphasis being on domestic and 
export sales for dollars. Other outlets include transfers to other Federal 
agencies, donation through domestic and foreign relief programs, sales for 
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foreign currencies, barters, and payments-in-kind. Storage facilities opera- 
tions are carried out through (1) purchasing and maintaining granaries and 
equipment for care and storage of Corporation-owned or controlled grain in 
areas where commercial storage facilities are inadequate; and (2) making 
loans for construction or expansion of farm-storage facilities. 

(b) Supply and foreign purchase.—Foods and products thereof are procured 
to supply the requirements of other Government agencies; foreign govern- 
ments; and international relief organizations. 


5. Special activities 


Funds and facilities of the Corporation also are used to carry out surplus disposal 
programs and other special activities outside of the regular functions of the 
Corporation, pursuant to specific statutory authorizations and directives. Ap- 
propriations are made to reimburse the Corporation for its costs incurred in 
connection with the following activities: 

International Wheat Agreement; 

Emergency famine relief to friendly peoples (title II, Public Law 480); 

Sales of surplus agricultural commodities for foreign currencies (title I, 
Public Law 480) ; 

Transfer of bartered materials to supplemental stockpile; 

Transfers of Commodity Credit Corporation grain to Interior for migratory 
waterfowl; 

Grading and classing activities (tobacco and cotton); and 

National Wool Act (permanent appropriation) 

Additional information on the price support and related activities of the Com- 
modity Credit Corporation and the special activities carried out through the 
Corporation will be found in the CCC and special activities sections of these 
explanatory notes. 

6. Work performed for others 

The Commodity Stabilization Service performs certain services for other 
Federal agencies on an advance or reimbursable payment basis. These consist 
primarily of the following: 

(a) Agricultural conservation program, including emergency conservation meas- 
ures.—These programs are administered at the State and county levels by the 
Service through the Agricultural Stabilization and Conservation (ASC) State and 
county committees, as directed by section 8(b) of the Soil Conservation and 
Domestic Allotment Act, as amended. 

(b) Removal of surplus agricultural commodities, school lunch program, and 
marketing agreements and orders.—Pursuant to an annual agreement with the 
Agricultural Marketing Service, funds are advanced for carrying out purchase and 
diversion programs authorized under section 32 of the act of August 24, 1935; 
procurement of commodities for distribution to schools for utilization in the school 
lunch program; and furnishing information and assistance at local levels in con- 
nection with proposed marketing agreements under the Agricultural Marketing 
Agreement Act of 1937, as amended. 

(c) Aerial photographs.—The Service enters into cooperative agreements with 
State and local public agencies for the procurement of aerial photographs. Copies 
of all photographs, made primarily for use in conservation and production adjust- 
ment programs, are available for sale to the public. 

The Commodity Stabilization Service carries on its programs in the field through 
(a) Seven commodity offices which are responsible primarily for functions under 
CCC programs such as transportation and warehousing, fiscal activities, and 
commodity procurement and merchandising within their assigned areas, and 
(b) the ASC State and county committees which are responsible for the local ad- 
ministration of a variety of programs dealing directly with the farmer. Through 
the farmer-elected ASC county committees, the Service also obtains reeommenda- 
tions and advice in the formulation of program plans and policies. There are 
ASC State committees in the 50 States and Puerto Rico, and a total of 3,056 
county committees. 

As of November 30, 1959, the Service had 8,124 full-time employees, 1,832 of 
whom were in Washington divisions and offices (and their field offices), 4,872 were 
in the Commodity Offices, and 1,920 in Agricultural Stabilization and Conserva- 
tion State offices. The ASC county offices had 27,647 man-years of non-Federal 
employment in the fiscal year 1959. 
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Budget 


ated, 1960 | estimate, 1961 


| Appropri- 


| 
aie 
‘ E 
Acreage allotments and marketing quotas... -..-..-..--.--------------------- | $39, 135, 000 | $40, 135, 000 
| 


Sreuat MUO? 56. ck to. Akh ooadese eee aadoswhdacdcabeciedvobensdesileadenuss 71, 500, 000 74, 500, 000 
CORGrVAtIGNK COBEE TD TRORTRIIS < ooo nse ckacacecccscen otk osee<nastasane | 335, 000, 000 361, 783, 000 
ita ss See sh lit ea ee ule eaeawadee eu-uae----------| 445,635,000 | 476, 418, 000 





1 Funds appropriated or available for other activities administered by the Commodity Stabilization Serv- 
ive are presented in the Commodity Credit Corporation and special activities sections of these explanatory 
notes. 


Summary of appropriations, 1960, and estimates, 1961 


| 
Budget esti- | Increase (+) 
mates, 1961 


Appropriation item Appropri- 


ated, 1960 





Acreage allotments and marketing quotas_............-..-..--| $89,135,000 | $40, 135, 000 +$1, 000, 000 
DGG? RG DRONNMN: Fdeiscksbusacccreccneeccddcavaeeenwdekns : 71, 500, 000 74, 500, 000 +3, 000, 000 
COROT VAIO: TORRE TO TIGNES oobi s scenes ntvacavbde nancwbnes 335, 000,000 | 361, 783, 000 +26, 783, 000 
ae : I a a Ne ceuaPeeaeeee ia Geuce oe 

Total direct annual appropriations or estimates !........| 445, 635, 000 | 476, 418,000 | +30, 783, 000 











! Funds appropriated or available for other activities administered by the Commodity Stabilization Serv- 
ice are presented in the Commodity Credit Corporation and special activities sections of these explanatory 
notes. 


Mr. Wuirren. Mr. McLain, we will be glad to have your general 
statement. 


GENERAL STATEMENT OF ASSISTANT SECRETARY FOR AGRICULTURAL 
STABILIZATION 


Mr. McLain. Mr. Chairman and members of the committee, the 
Commodity Stabilization Service is one of the agencies of the Depart- 
ment reporting to the Assistant Secretary for Agricultural Stabiliza- 
tion. This Service is primarily concerned with the CCC programs 
and those relating to production adjustment, including acreage allot- 
ments and marketing quotas, the Sugar Act, and the Soil Bank Act. 


NEW APPOINTMENTS 


Before reviewing briefly the estimates, I should like to mention a 
few changes that have taken place in the top leadership of the Com- 
modity Stabilization Service since we were last before this committee. 

On June 17, 1959, the Secretary appointed Mr. Sylvester J. Meyers, 
of Illinois, as general sales manager of the Commodity Stabilization 
Service. He also serves as vice president of the Commodity Credit 
Corporation and special adviser to the CCC Board of Directors. 
Mr. Myers has had many years of executive experience in handling 
and merchandising agricultural commodities. 

On October 16, Mr. Andrew J. Mair, of Colorado, was appointed 
as Deputy Administrator for Operations, Commodity Stabilization 
Service, and Vice President of the Commodity Credit Corporation. 
Mr. Mair, who had been serving as CSS Assistant Deputy Adminis- 
trator for Price Support since December 1958 and in other positions 
in ASC and CSS offices since 1954, had previously had a number of 
— - active farm experience producing grain, sugar beets, and 
lvestock. 
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RECORD PRODUCTION AND SUPPLIES 


Before Mr. Berger presents his budget I would like to give the com- 
mittee a few thoughts regarding CSS operations. This agency bears, 
of course, the brunt of our problems with respect to overproduction 
and surplus commodities. These are intensified now as a result of 
2 successive years of record production in which producers have 
established a record yield per acre for every field crop on which we 
have price supports except flaxseed. Current supplies of wheat and 
feed grains are now at an alltime high. Carryover stocks of all grains 
at the beginning of the 1960 marketing year are now estimated at 
4.3 billion bushels with 3.9 billion bushels, or 90 percent of it held by 
CCC. The value of all CCC holdings by June 30, 1960, is estimated 
at $8.9 billion. 

EXPORTS TO BE HIGH 


This buildup is despite the fact that agricultural exports are esti- 
mated to total $4.2 billion this fiscal year. Exports at this level 
would be the second highest in our history—exceeded only by the 
$4.7 billion total reached in 1957 during the Suez crisis. Highlighting 
this upswing in exports by commodities, feed grains, soybeans, protein 
meal, and tallow will be at a record level. Rice, cottonseed, and soy- 
bean oils will be at the second highest level in history. Lard will 
be at the second highest level since ‘World War II. Cotton will more 
than double last year’s total. Wheat should approximate last year’s 
high level of 443 million bushels. Stated in another way, the export 
level of $4.2 billion is equivalent to the output of more than 50 
million acres of cropland. 

Agricultural exports for dollars will be the second highest on record 
this fiscal year. It is estimated that dollar sales will account for 
about $2.9 billion, or close to 70 percent of the year’s total export 
movement and compares with dollar sales of $2.4 billion last year. 
Top priority is given, and will continue to be given, to sales for dollars 
in all ope rations involving oversea marketings. Attacking the 
problem of surpluses on another front, through the conservation re- 
serve program, 28.6 million acres are now expected to be in the reserve 
in 1960. This is the limit under existing authority. It is estimated 
the production of wheat and feed grains is being reduced from what 
it would otherwise be by at least a half a billion bushels annually 
under this program. 

As the committee examines the estimates of the Commodity 
Stabilization Service I am sure you will find that the record of accom- 
plishment is commendable and that the fund requests are in keeping 
with the minimum amounts required for the large volume of operations 
involved. 

With your permission, Mr. Chairman, Mr. Berger has a statement 
covering this budget more specifically. 

Mr. Wuitten. Thank you very much, Mr. McLain. 

We will be glad to hear from vou now, Mr. Berger. 

Mr. Bercrer. Mr. Chairman, I would like to have permission to 
have Mr. Palmby read my statement for me because I still have 
trouble with my right eve. 

Mr. Wuitren. We will be glad to have him do so. 
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GENERAL STATEMENT OF ADMINISTRATOR 


Mr. Patmpy. Gentlemen of the committee, I appreciate this 
opportunity to discuss the budget for the Commodity Stabilization 
Service. 

The Commodity Stabilization Service is concerned primarily with 
price support and production adjustment programs. These include 
the acreage allotment and marketing quota programs, the conservation 
reserve program, the Sugar Act, the National Wool Act and various 
Commodity Credit Corporation programs. In addition to price 
support, the CCC programs include activities relating to storage 
facilities, and commodity exports; also the resources of the Corporation 
are used to finance a number of special activities such as International 
Wheat Agreement, sales for foreign currencies and donations for 
emergency famine relief for friendly peoples under Public Law 480. 
Through its agricultural stabilization and conservation State and 
county committees, the Service is also responsible at field levels for 
the operations of the agricultural conservation program and the 
emergency conservation measures program, and for assigned functions 
under the Great Plains conservation program. Commodity Credit 
Corporation programs are carried out in the field by the Commodity 
Stabilization Service commodity offices and the ASC State and county 
committees. 

The 1961 budget estimates to be presented by the Commodity 
Stabilization Service contain six appropriation items totaling $3,319 
million. This is $127 million more than appropriations made for the 
1960 fiscal year. For purposes of clarification, since these items 
cover some past and current year operations as well as operations to 
be conducted during the fiscal year 1961, they may be grouped by 
the four items relating to 1961 fiscal year operations and the two 
items relating to 1960 and prior fiscal year operations, as follows: 








Available, Estimate, 1961 Increase or 
1960 ! decrease 
— - - eee oa = . = - - a - - - ee — 
Items relating to 1961 fiscal vear operations: | 
Acreage allotments and marketing quotas___._____.- $39, 135, 000 $40, 135, 000 +$1, 000, 000 
a Sa oe ea 71, 500, 000 74, 500, 000 +3, 000, 000 
Conservation reserve___. ni eenecaaccceccenae-} 838,000,000 | 361, 783, 000 +26, 783, 000 
CCC administrative expenses... Celi hibit 5% ate 42, 800, 000 48, 428, 000 +5, 628, 000 
Total, items relating to 1961...................-..- 488, 435, 000 524, $46, 000° +36, 411, 000 
Items relating to 1960 and prior fiscal year operations: ponies ‘ ae rar 
Restoration of CCC indi ee ab cbiddne | 1,435, 424, 413 1, 325, 000, 000 —110, 424, 413 
RUOCINE CUNT EUR oon 2; tte kecmencaces nase 1, 268, 097, 500 1, 468, 742,000 | -+-200, 644, 500 
Total, items relating to 1960 and prior year opera- 
RR 35 hae waec act ecto e eee 2, 703, 521, 913 2, 798, 742, 000 +90, 220, 087 
UT, GARR ho a Sean ew ee ee 3, 191, 956, 913 3, 318,. 588, 000 +126, 631, “087 




















1 Excludes supplemental estimates proposed in H. Doc. 327, dated Feb. 8, 1960, as follows: Acreage allot- 
ments and marketing quotas, $1,666,800; restoration of capital impairment, $675,000,000. 


ITEMS RELATING TO 1961 FISCAL YEAR OPERATIONS 


The requested increase of $36,411,000 for 1961 operations may be 
condensed as follows: 


1. For payments to producers under the sugar program and the 

conservation reserve progr: - {oe Ree elaine ie ..... +$34, 589, 626 
2. Decreased operating expenses (analyzed |: ee ‘ —1, 568, 626 
3. For the contingency reserve, CCC administrative e xpense __— +3, 390, 000 








PAYMENTS TO PRODUCERS 


Payments accruing to producers under the sugar program and the 
conservation reserve program are expected to total $420.2 million 
during the fiscal year 1961. This is $34.6 million more than the 
$385.6 million estimated to be paid to producers during the current 
fiscal year. 

Mr. Wuirren. I wonder why you put sugar payments and reserve 
payments together. It seems to me this is like adding rabbits and 
horses. Is one covering up for the other? 

Mr. Breacu. Those are the two programs that CSS has which require 
annual appropriations of funds for the purpose of making payments 
to farmers. 

Mr. Warrten. Do you have a breakdown showing that? 

Mr. Bracu. Yes, a breakdown follows. 

Mr. Wuirren. You know folks get a little skeptical of consolidation. 

Mr. Patmpy. Conservation reserve program payments are expected 
to increase by $31.6 million. This consists of an increase of $70.7 
million in annual rental payments resulting primarily from additional 
acres estimated to be brought into the conservation reserve under the 
1960 program, a decrease of $38.4 million in practice payments and a 
decrease of $651,000 in payments for the production of tree seedlings. 


FOREST TREE SEEDLINGS 


Mr. Wuirten. Could I interrupt, if you don’t mind? I think it 
is better to ask these questions where it has been mentioned rather 
than later. 1 notice there is a decrease of $651,000 in payments for 
the production of tree seedlings. I am thoroughly aware that the 
conservation reserve program expires this year, but I am advised that 
there are millions and millions of seedlings that are going to die and 
be lost to the Government which put the money out to start with, unless 
something is done to make use of the seedlings that have been prod- 
uced, some of them under contract with the conservation reserve pro- 
gram. If you still have money and the program is still in existence for 
1960, it is pretty difficult for me to understand this. 

Mr. Swincuer. First, as to why the amount has been reduced. 
What has happened over the years is that the State foresters sell the 
seedlings and have been keeping the money we advanced for the next 
year’s operations so they do have all the money they need to raise 
trees, for the soil bank. We won’t reach an agreement with them 
until the program is completed, at which time we will have an account- 
ing for the entire program. We advanced about $6 million for this 
program and the balance of that plus receipts will take care of what 
we need to produce the trees next year. 

Mr. Wuirren. I understand that the TVA had a contract with the 
Forest Service. 

Mr. Swineuer. That is right. 

Mr. Wuirren. And that you will have about 30 million seedlings 
left over unless somebody does something about it. Does that come 
from inadequate study in the Forest Service to make use of the seed- 
lings? I am not trying to keep somebody in business after this year, 
but is the program sound that finances some ‘thing up to the point of 
use and then suddenly quits? 
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Mr. Swrncter. We sowed 50 million trees in the TVA nursery and 
needed 20 million of them, and there are about 30 million left. We 
erew 600 million soil bank trees last year in the South, and did come 
D : ae ; a 2 
up with a surplus. The reason for that is twofold. No. 1, the State 
of Georgia where we expected to dispose of some of these trees sowed 
100 million seedlings in one of its nurseries and we expected they 
would get some losses. But instead of that because of excellent 
srowing conditions they grew 106 million seedlings, and we did not 
need any there from the TVA nursery. The second thing is that 
we overestimated the signup in the South. We got about 20,000 
acres less signup than we expected. Of the 600 million trees we 
grew in the South for the soil bank we will have about 30 million 
left over. 

Mr. Wurrren. I wish you would put in the record a full statement 
on that. Several years ago when we had this up with the Forest 
Service, we found you were promoting the setting out of seedlings 
but vou did not have any seedlings. It was this subcommittee that 
transferred $200,000 to the production of seedlings which initiated 
the tremendous expansion you have had in reforestation. As be- 
tween the Forest Service and the Department and this subcommittee, 
with respect to the production of the seedlings, we should look around 
to see What we can do in the way of ACP payments, or others, to see 
that we don’t have them go to waste. The committee would like for 
you to give us a full statement as to your plans for this. 

Mr. Swrnauer. I shall be glad to. Two years ago, production 
was 1.5 billion trees and last year it was 2.1 billion trees. This is 
a countrywide figure for all nurseries. But we do have 30 million 
soil bank trees left. There is no question about that. 

Mr. Wurrren. You can detail that for the record. 

Mr. Swincuer. Yes, sir. 

(The information requested is as follows:) 

During the past 3 years there has been a phenomenal increase in the production 
of tree seedlings in the United States. In 1957 all nurseries produced 1.1 billion 
trees. In 1958 this figure rose to 1.5 billion and in 1959 to 2.1 billion. Prelim- 
inary estimates for 1960 amount to 2.4 billion. (Nearly 80 percent of this is in 
the Southeastern States.) 

For the first time in many years seedling output from all classes of nurseries in 
the Southeastern States has been more than sufficient to meet the demand for the 
planting of trees on all classes of land under all programs—public and private. 
A record seedling output was planned in State and TVA nurseries for fiscal year 
1960 under C—M 4 and the conservation reserve in particular. This was done to 
try to catch up with previous unsatisfied demands and to plant the large backlog 
of planting required on conservation reserve contracts. 

Two things happened to upset our calculations. The yield of plantable seedlings 
exceeded by a considerable amount the planned output. This overrun of pro- 
duction was due in large measure to more effective and timely disease control. 
Second, the signup fell short of our predictions. As a result the supply of soil 
bank seedlings exceeded the demand by approximately 30 million seedlings. 
This surplus is about 5 percent of the trees programed for the soil bank in the 
Southeast. 

Practically all of these trees are in the TVA nurseries. The TVA seedling were 
planned for use in several States for which it was estimated the demand for 
conservation reserve trees would exceed the supply. Due to the better than antici- 
pated seedling yield in State nurseries and a smaller than anticipated signup, 
these States were able to fill their orders by calling on only 20 million of the 50 
million reserve supply grown in the TVA nurseries for conservation reserve use. 
Every effort was made to dispose of this surplus but since the oversupply did not 
become apparent until late in the planting season and since other programs also 
had adequate supplies of trees, these efforts were not successful. 
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The sowing of nursery beds this spring for conservation reserve seedlings pro- 
duction will again be based on the best indicators of need available to the States 
and the regions prior to the date of sowing. Every effort will be made to have an 
adequate supply of seedlings available while at the same time holding over 
supplies to a minimum. No further sowings for the conservation reserve are 
planned in the TVA nurseries and the sowings in some State nurseries will also 
be substantially reduced. 

It is a paradox that the production of forest tree seedlings will be reduced in 
the face of the large acreage still in need of planting. However, it must be 
recognized that seedling production is a means to an end rather than an end in 
itself. There is no purpose in producing seedlings faster than planting plans and 
programs will absorb them. 

During the current year, it is estimated that the nurseries of the country will 
produce 2.4 billion trees. It is likely that this figure will be a high-water mark 
and for the next several vears production of tree seedlings will decline, unless 
existing planting programs are speeded up or new ones introduced. 


Mr. Wurrren. Proceed, Mr. Palmby. 
SUGAR PROGRAM PAYMENTS 


Mr. Patmpy. Sugar program p:yments are estimated to total 
$72.2 million in 1961, an increase of $3 million over the $69.2 million 
expected to be paid to producers during the current fiscal year. Of 
the $3 million increase, $2.3 million is based upon the increased pro- 
duction on the 1960 crop and $703,438 is to be applied to the Puerto 
Rican crops during the fiscal year 1961. 


DECREASED OPERATING EXPENSES 


Obligations for operating expenses in 1961 including those of the 
ASC county offices are estimated at $100.7 million compared with 
$102.3 million for the current fiscal year and $117.2 million for the 
fiscal year 1959. This is a net reduction of $1.6 million below this 
year’s level of operations and $16.5 million below 1959. The net 
reduction in 1961 is due to a slightly smaller workload in programs as 
follows: 

(1) Acreage allotments and marketing quotas_-______.-__-._.--_. + $1, 000, 000 
(2) Conservation reserve - - _- Pee ee ee ---..--.. —4, 816, 200 


(3) CCC administrative e expe nses_ ee ee + 1, 911, 500 
(4) Employee health benefits (Sugar Act and CCC)..______- ; + 336, 074 


CCC CONTINGENCY RESERVE 


The increase of $3.4 million to reestablish the 7 percent contingency 
reserve for CCC administrative expenses will not be used if current 
estimates of the volume of price support operations hold. 





ITEMS TO 1960 AND 





RELATING 





PRIOR FISCAL YEAR OPERATIONS 





The two large items relating to 1960 and prior fiscal vear operations 
are for restoring the capital impairment of CCC and for reimbursing 
CCC for financing special activities authorized by various statutes. 
The reduction of $110.4 million in funds requested for restoring the 
capital impairment is due primarily to less losses in 1959 compared 
with 1958. The major portion of the increase of $200 million in the 
appropriation to reimburse CCC for special activities is to cover an 
increased quantity of bartered materials transferred to the supple- 
mental stockpile. 
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CHANGING PROGRAMS AND CONTINUED HIGH WORKLOAD 


Although 1961 represents the third straight year of decreased 
operating expenses for the Commodity Stabilization Service, the 
problems of adjusting to changing programs and mounting surpluses 
continues to tax our resources to the oe As we indicated when we 
were here last year, 1960 would be a year in which considerable 
changes in the pattern of agricultural sacctabien and marketing could 
be expected. New legislation would apply to the 1959 crops of cotton 
and corn giving producers more latitude to make their own decisions 
on plantings. The acreage reserve program would be terminated, 
releasing 17 million acres of productive land for the 1959 crops. The 
planning and groundwork of these changes have been completed. We 
are now in actual operations under these changed programs in which 
the bulk of the 1959 crop of cotton will be purchased by CCC and 
resold, and a record crop of corn is moving to market. In fact, the 
total crop production for 1959 matched last year’s astounding record. 
Record supplies of wheat and feed grains are on hand. Substantial 
quantities of this year’s production will move under support and result 
in increased inventories in 1961. 

CCC began this fiscal year with the investment value of its in- 
ventory the highest in its history, $6.2 billion. As a result of record 
production from the 1958 and 1959 crops it is expected that by 
June 30, 1960, the value of CCC’s inventory will jump to $7.3 billion 
and to $8.2 billion by June 30, 1961. The total CCC investment 
in price support—loans outstanding and inventories—which stood 
at $8.6 billion as of June 30, 1959, is estimated at $8.9 billion as of 
June 30, 1960, and $9.5 billion at June 30, 1961. The task of handling, 
moving, and storing this volume of commodities becomes more and 
more burdensome and complex. Also it places increased importance 
on the objectives and efficient operations of the supporting production 
adjustment programs. 


CONSERVATION RESERVE PROGRAM 


The 28.6 million acres estimated to be in the conservation reserve 
program after the 1960 signup will slow down the accumulation of 
surpluses. More than half of all cropland in the program is in the 10 
Great Plains States, the heart of the Nation’s serious wheat surplus 
problem. Farmer interest is high. They are now offering more land 
than we can take. Competition for contracts has held the cumulative 
average rental to about $11.80 per acre in the 1960 program—much 
of it high-producing land of excellent quality. Approximately 4.6 
million acres of the estimated 28.6 million acres in the conservation 
reserve were previously planted to corn, 3.1 million acres to wheat, 
9.5 million acres to other feed grains, 1.1 million acres to soybeans, 
and 660,000 acres of cotton. It is estimated that this land would 
have produc ed 183 million bushels of corn, 62 million bushels of wheat, 
291 million bushels of other feed grains, 21 million bushels of soy- 
beans, and a half a million bales of cotton. 


EMPHASIS ON ENTIRE FARMS IN CONSERVATION RESERVE 


Mr. AnpErseN. Will you yield at this point, Mr. Palmby? Mr. 
Berger, there is considerable argument expressed in my area in 
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Minnesota against taking entire farms out of production through 
the conservation reserve program. This, in the opinion of many 
people, has a bad effect on the local economy, especially where the 
program is so beneficial and so welcome that a good deal of the farms 
go out of production in the same area. I am wondering just how 
much opposition the De ‘partment would have if we would put a pro- 
hibition in the report or in the bill against expending any money for 
new contracts which would take more than 50 percent of the tillable 
land of any one farm out of production. In other words, prohibit 
the Department from taking more than 50 percent of the land out 
of production on any one farm. I am wondering also what would 
be the reaction to giving these people who want to put land under 
the conservation reserve, give them a bonus of, say 20 percent if they 
would agree to take payment in kind from Commodity Credit in 
full payment thereof instead of drawing money from the ‘Treasury, 
What would be the reaction? First, what is your attitude relative 
to a limitation against taking whole farms out of production? 

Mr. McLain. First of all, we understand that this has been the 
subject of criticism and I have seen some criticism by chambers of 
commerce on both sides of this. We get as many on the side that 
this is all right as we do on the side that it isn’t all right. 

Mr. ANDERSEN. I was rather disappointed to see in Mr. Hamilton’s 
report; information to the effect that something like 83 percent of the 
new contracts constitute land taken out via whole farms. Mr. 
Marshall and I were the originators of the soil bank in the Congress 
and never did we have the slightest idea that we should promote at 
any time or further the trend toward vacant farms in any area through 
this particular program. We have shown that for the last 5 years 
and | think this is a basic question I would appreciate it if you would 
go into it thoroughly. 

Mr. McLarn. Let me state the reasons why, from the standpoint 
of getting the most for your money, that putting on a prohibition like 
that would not be good. First of ‘all, we have had all kinds of experi- 
ence with marketing quota and acreage allotment programs which 
demonstrate that; you can trace this experience back to the early 
1930’s and you will find that the average farmers—and I would say 
almost any farmer because they are very intelligent people—will 
always see to it that you get the poorest land from his farm. I did 
that and I am sure that many of you people who have operated farms 
have done that, and this is not critical of farmers 

Now if we want to get maximum value for our money, we know 
from the experience that we have had with that problem that if you 
take the whole unit out, you get all of the land, but if you take just a 
part of the unit out the farmer will give you the poorest land he has. 
The other thing is he would try to offset the reduction in acreage. He 
will produce just about as much as he had previously if 20 percent of 
his land is taken away. He is skilled enough to do it. If we want to 
really do anything about it the way that we would get the most for 
our money is by going in and by taking these whole units out. We 
agreed that we ‘should not take over a certain percentage of the land 
in any locality. We now have a stopper of 25 percent in a county or 
in a township because we feel we should not go beyond that; the 
business people and people who have an interest in agriculture also 
feel that we ought to have this stopper. This will mean in these 
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areas there will be farmers who might not be happy about it but this 
is the way it ought to be handled rather than on an individual farm 
basis. 

To get back more specifically to Mr. Andersen’s question about 
this fellow who just disappeared, we know that a lot of these people 
who have given up the farms are still on the land. They have retired 
on the land and they are still spending their money. Of course they 
are not going to buy gasoline to farm the land with and the land isn’t 
going to be farmed. 

If we mean business with this program, to put a limitation of some- 
think like 25 percent to 50 percent on the portion of a farm that can 
be placed in reserve would seriously cripple it. 

Mr. Wurrren. As a matter of fact, since the authorization expires 
with the curre a year, other thar pe rhaps urging you to modify your 
own restrictions and regulations, it is beyond the reach of anything 
we will do in this bill anyway, will it? 

Mr. McLain. That is correct. I think that Mr. Andersen had in 
mind that if the act were extended possibly some prohibition like this 
out to be put in by Congress and we would be negligent if we did not 
tell you what we think the effects of this would be. We know that 
any program that cuts back as even the acreage reserve did will result 
in hardships as in the cotton area where the ginners started complain- 
ing that they had to cut the gins back. The thing we have to face 1s, 
Are we serious about wanting to cut back? If we are not we might 
just as well forget what we are talking about here and go on our 
merry way. 

Mr. Wuirren. I think we are faced with the fact that the farmers 
are going to have to cut back actual production. [I have become con- 
vinced after our experience with the acreage reserve and the conserva- 
tion reserve that when you try to do it by acreage, the expense is highly 
questionable and it is doubtful that you can seriously affect total 
production. I think from past experience that you are going to have 
to tie whatever you do to the farmer cutting bis production back 
rather than his acreage. But that is a matter of argument here now. 
I do wish to take note of your reasoning that if the purpose is to take 
production out, if you should take out a portion of a farm the farmer 
will have cash to use better seed and more fertilizer and irrigation 
and all those things, which will in the long run increase his production. 
So I can appreciate that. We might pass on to the statement if you 
will. 

SALES AND DISPOSITIONS 


Mr. Patmpy. The buildup of CCC inventories has not been due to 
a lack of diligence or aggressiveness in pursuing all possible outlets. 
Rather it is the continued production in excess of export and domestic 
requirements. The record of sales and other dispositions from price- 
support inventories is as follows: 


Total investment value of sales and other dispositions 


Fiscal year: Billions | Fiscal year—Continued Billions 
POOR ers e la decnse eee uae cat $1. 4 1958 _ - 5 Ssh $3. 5 
ieee sell eso) ete 2. 1 1959__ Soi k ate 2. 6 
ae eee eee Oe 1960 (estimated)_.......... 490 
PN nt tinea es oem a wetan 12 1961 (estimated) -__--- : 3. 5 
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Mr. Patmsy. The slump in total dispositions during the fiscal year 
1959 was due primarily to less sales of cotton because both beginning 
inventories and acquisitions during the fiscal year were relatively 
small. At the end of the fiseal year 1959 we had only $150 million 
worth of cotton in inventory. For the current year however, through 
December 31, we have already disposed of commodities valued at 
$2 billion—77 percent of last vear’s total. By coincidence, 77 percent 
of all dispositions during the last 6 months have been for dollars. In 
the past 614 vears the total, cost value of sales and dispositions have 
aggregated $18.5 billion—nearly three times the value of the inventory 
as of December 31, 1959. We will continued to bend every effort in 
disposing of our inventories. We overlook no possible outlet, however 
small. Before discussing the individual appropriation requests, I 
would like to bring up-to- day for the committee some general infor- 
mation concerning C SS operations. 


EMPLOYMENT TO DECLINE 


The Commodity Stabilization Service is emphasizing the need for 
holding employment to minimum levels. Our budget plans last 
September indicated we would have 8,265 employees on the rolls 
as of June 30, 1960. Our target now is to have only 7,993 on the 
rolls next June 30—a 3.3 percent reduction. As of January 31, 1960, 
there were 8,173 ie ees on the rolls. Although some of the Com- 
modity offices handling grain will have to increase their seasonal em- 
ployment this spring to handle the takeover of commodities from the 
1959 loan program, and by June 30 a seasonal increase in employment 
of performance checkers in the State offices will have taken place, a 
decrease in seasonal employment in the New Orleans Commodity 
Office is anticipated. We will continue our policy of restricting the 
filling of vacancies in all other areas of employment in order to handle 
these seasonal fluctuations in workload and still meet our goal of a 3.3 
percent reduction in employment. ASC county office employment 
in 1961 is expected to amount to 23,795 man-years. This is 984 man- 
years less than 1960 employment which is estimated to be 24,779 
man-years. 

ORGANIZATIONAL CHANGE 


One significant organizational change has taken place since we 
were before you last year. An operations analysis staff was estab- 
lished in March 1959 to further improve management effectiveness 
and manpower utilization throughout the Commodity Stabilization 
Service and the ASC State and county offices. This is a small but 
highly trained staff formed primarily by bringing together in one 
group certain management functions prev iously per formed by per- 
sonnel from different organizational units. This staff will coordinate 
organization planning and analysis and centralize at the Washington 
level the several agency interests in data processing, partic ularly 
electronic data processing. It will also provide a means for continuous 
review of the work status and work measurements systems, and more 
closely identify and recommend appropriate action in the area of 
manpower and machine utilization in the light of program changes 
and their effects on agency resource needs. 
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PROGRESS IN CONVERSION TO ELECTRONIC DATA PROCESSING EQUIPMENT 
COTTON PROGRAMS 


The New Orleans Commodity Office has continued to make opti- 
mum use of electronic data processing equipment for cotton loans, re- 
concentration, acquisition and sales activity. The volume of these 
activities necessitated installation of a larger computer system in June 
1959 in the New Orleans office. 

Many advantages have been derived from the use of this equipment. 
For example, a catelog of more than 4 million bales was prepsred and 
issued 3 days before the July 31, 1959, maturity date of the loans. 
Detailed listings of this cotton for the use of custodian banks in trans- 
ferring the notes and warehouse receipts to New Orleans were entirely 
completed 1 week after the maturity date of the loans. The first 
two sales of the cotton were made on openings on August 10 and Au- 
gust 24 and of the approximately 1,606,000 bales sold on these open- 
ings, 1,403,000 bales represented 1958 crop cotton. During September 
the bulk of the invoicing of this cotton was finished and the cotton was 
transferred to buyers. “This resulted in substantial savings in interest, 
storage, and insurance costs. In addition handling the tremendous 
amount of complex paperwork generated by the new 1959 cotton 
purchase and sales program has been facilitated. This would not 
have been possible without this highspeed equipment. 


GRAIN PROGRAM 


The full cycle of the 1958 crop grain loan programs from loanmaking 
through re payment or takeover at maturity was accomplished on this 
type of equipment. This successful transition was accomplished 
despite e record production from the 1958 crop resulting in a volume 
of loans made considerably in excess of estimates. The volume 
handled in the 1958 crop year increased nearly 50 percent over that 
handled in the 1956 crop year, and 30 percent over that of the 1957 
crop year. A survey of our State offices indicated that service to 
farmers continued to be generally satisfactory. Even in the first 
year of operation, the States reported that the changeover made pos- 
sible their elimination of substantial recordkeeping and reports. The 
five grain commodity offices reported a large number of separate bene- 
fits which may be summarized into more information, faster informa- 
tion, more accurate information, simplification of many operations 
and elimination of others. 


PURCHASE VERSUS RENTAL OF EQUIPMENT 


Except for a small number of conventional accounting machines: 
purchased in 1958, CSS rents its automatic data processing equip- 
ment. CSS has now adopted a policy that if feasibility studies: 
indicate the overall cost to the Government would be decreased over a 
reasonable period and other factors appear favorable, a purchase of 
equipment would be considered for approval by the CCC Board of 
Directors. In accordance with the corporate accounting policy 
requiring equipment to be capitalized as assets, such equipment would 
be paid from capital funds of the Corporation. Subsequent budgets 
would reflect decreases in the administrative expense limitation for 
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machine rental and over a period of time such decreases should 
more than offset the purchase price of equipment. 


ACREAGE ALLOTMENTS AND MARKET QUOTAS 


Turning now to the specific fund requests, the 1961 budget esti- 
mates assume that the current acreage allotment and marketing 
quota programs will continue in effect for the 1960 and 1961 crops 
and that choice B acreage under the 1960 cotton program will be 
the same as exists for the 1959 program. The net increase of $1 
million consists of an increase of $1,475,450 for measuring additional 
cotton acreage, offset by a reduction of $475,450 for work which is 
necessary in 1960 but will not be required in 1961. 

During 1961 it will be necessary to check performance on 16 
million acres—11,810,000 acres, or 75 percent of the 1961 crop acreage 
allotments, and the remaining 4,190,000 acres (or 25 percent) of the 
1960-crop allotments. This is 2,906,000 more acres than can be 
checked with funds presently available for 1960. However, it will 
be necessary to check performance on 16,760,000 acres during the 
current fiscal year and a supplemental estimate of $1,666,800 is now 
pending in Congress to provide for checking 3,666,000 additional 
acres this year. If the pending 1960 supplemental estimate of 
$1,666,800 is approved, the $40,135,000 reque ~ for 1961 represents 
a decrease of $666,800 below funds required for the current fiscal 

vear. Of this reduction, $558,595 would result from the fact that 
beginning with the 1961 crop of upland cotton, the Choice B plan 
authorized by the Agricultural Act of 1958, will no longer apply. 
The termination of this election by the farmer will reduce the total 
cotton acreage to be checked in 1961 by about 760,000 acres. It will 
also eliminate the necessity of having to do the various jobs twice, 
such as calculating individual farm allotments under both choice A 
and choice B, preparing and issuing two sets of allotment notices 
each containing alternative choices, and maintaining double entries 
on individual farm records. 

When marketing quotas are in effect, compliance with acreage 
allotments is mandatory. Only the production from the allotted 
acres can be sold without penalty. Compliance checking must 
therefore be done as quickly as possible when seasons al development of 
the crop and weather conditions permit so that “within quota” 
marketing cards may be issued before the marketing vears for the 
various commodities begin—July 1 for Flue-cured tobacco and wheat, 
August 1 for peanuts, cotton, and rice and October 1 for the other 
kinds of quota tobaccos. 

During the fiscal year 1959, compliance checking was completed on 
approximately 58 percent of the 1959- “crop tobacco, 60 percent of 
peanut farms, 99 percent of wheat farms, 75 percent of cotton farms, 
and 74 percent of rice farms. 

It is contemplated that checking of the 1960 and 1961 crops of these 
commodities will follow the same pattern as in the fiscal year 1959. 

A further decrease of $108,205 results from eliminating from our 
budget request this year’s cost of some cleanup work on corn acreage 
allotments. 
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SUGAR ACT 


The sugar program continues to operate in a manner generally 
acceptable to producers and processors insuring a fair division of 
returns between the two groups and yet providing ample supplies of 
sugar to consumers at reasonable prices. Sugar prices, while subject 
to some day-to-day and localized changes, remained stable in relation 
to those for other commodities. The stability of the domestic sugar 
price is obtained by a flexible management of U.S. sugar supplies under 
the provisions of the Sugar Act. Also, the quota and production 
control features of the act have been sufficiently flexible to avoid the 
problems of sugar surpluses. 

The estimate submitted for the fiscal year 1961 is $74,500,000, 
which is $3 million more than the appropriation for the fiscal year 1960. 


PAYMENTS TO PRODUCERS 


On the basis of estimated production from the 1960 crop of 5,575,000 
tons, payments of $78,396,685 will be earned on the 1960 crop during 
the 1961 fiscal year. In addition, there remains $12,375,547 to be 
paid on the 1959-60 Puerto Rican crop, making total requirements for 
payments for the 1961 fiscal year $90,772,232. Payments at statutory 
rates are mandatory, and the amount required, of course, depe ‘nds 
entirely upon production from any given crop. Since only $72,193,000 
is provided for payments to producers in this estimate, it will be neces- 
sary to defer until the fiscal year 1962, $18 979,232 of the 1960-61 
Puerto Rican payments. This will not jeopardize the program be- 
cause payments on the 1960-61 Puerto Rican sugar crop would not 
ordinarily start until the beginning of the succeeding fiscal year. 


OPERATING EXPENSES 


The estimate of $2,307,000 for operating expenses is approximately 
3 percent of the total requested. It contains an increase of $9,574 
above the amount available in the current fiscal year to provide for 
the Government’s share of employee health benefit costs under Public 
Law 86-382. 

All expenses in administering the Sugar Act are more than offset by 
tax collections levied on sugar imported or manufactured in this 
country. From the inception of the sugar program in 1938 through 
1959, tax collections have exceeded total expenses under the program 
by $404.6 million. 


CONSERVATION RESERVE PROGRAM 


The program for the 1960 crop year will be the fifth year of the 
conservation reserve. Under present legislation no new contracts 
may be entered into after 1960. A total of about 22.4 million acres 
is now in the reserve under contracts entered into with producers 
participating in the 1956, 1957, 1958, and 1959 programs. Producers 
had until October 9, 1959, to apply for the establishment of basic 
annual rental rates for the 1960 program and have had 2 weeks after 
receiving notice that the application was acceptable to sign a contract, 
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but in no case later than February 1, 1960. When the 1960 conserva- 
tion reserve program was announced last July a goal of 5.1 million 
in new acreage was contemplated. On the basis of preliminary infor- 
mation in December when the budget estimates were formulated it 
appeared that 5.4 million in new acreage could be added within 
authorized funds. Later reports now indicate that as much as 6.2 
million new acres may be brought into the conservation reserve making 
a total of 28.6 million acres in the program. The competitive method 
of permitting a farmer to apply at any figure below basic rates estab- 
lished for his farm and cheaper methods of establishing conservation 
cover are bringing more land into the conservation reserve at a lower 
rate per acre than previously estimated. 

Under present legislation, the activities during 1961 will be in connec- 
tion with the existing contracts and will require, one, the assurance of 
compliance with the contracts, two, making annual rental payments for 
the term of the contracts, and three, completion and maintenance of 
conservation cover on the land put in the reserve. 


PROGRAM CHANGES 


The regulations for the 1960 program are similar to those for the 
1959 program. Several changes have, however, been made to 
strengthen the program operations and to make them more effective 
and are consistent with the recommendations that have been made 
by this committee. They include: (a) Land owned by State, county 
or other local governments and certain clubs and associations is not 
eligible for participation. 

(6) Land which changed ownership since December 31, 1956, 
except through inheritance, is ineligible for participation. 

(c) Land covered by contract which has been terminated at the 
request of the producer, is not eligible to be placed in the reserve for 
36 months following the termination of such contract. 

(d) Land which is rented for cash or a fixed amount of a com- 
modity will not be approved for a contract at an annual rate higher 
than the rent per acre paid for the land. 

(e) Other changes pertain to sharing the annual rental payment by 
tenants, the eligibility of land that was idle for the past 2 years, the 
termination of a contract when a producer loses control of the reserve 
acreage, and the method of approving applications for contracts. 


PAYMENTS TO FARMERS 


The 1961 estimate is $361,783,000 which is $26,783,000 more than 
the $335 million available in the fiscal year 1960. Of this $329,100,000 
is for the annual rental payments. As the first annual rental payments 
for the new acreage signed up under the 1960 program will be made in 
the fiscal year 1961, the estimate for annual rental payments increases 
$70,700,000 over the $258,400,000 available in the fiscal year 1960. 
The estimate for cost-share assistance for conservation practices 
performed is $18,550,600 or $38,449,400 less than the $57 million 
available in the fiscal year 1960. The estimated payments reflect 
actual signups through the 1959 program and an estimate of signups 
onthe 1960 program. The latter takes into consideration the ratio 
between annual and practice payments on previous programs as well 
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as program changes. For the 1960 program, it represents our best 
estimates until information on actual signups becomes available later 
this fiscal year. The requirements for the production of tree seedlings 
is $350,000, or $650,000 less than the estimate for the fiscal year 1960. 
This reduction is possible because of the estimated receipts from the 
sale of seedlings in fiscal year 1961 that will reduce the net cost of the 
operations. 
OPERATING EXPENSES 


The estimated requirement for operating expenses is $13,783,800 or 
$4,816,200 less than the $18,600,000 available in the fiscal year 1960. 
The decrease in the estimated requirements consists of: 

First, a decrease of $4,420,100 in the operating expenses of the 
agricultural stabilization and conservation county committees. 
Under the 1960 program the number of farms in the program is esti- 
maged to increase from 246,220 to 301,200 farms and certain operating 
expenses will increase proportionate ly. This, however, will be more 
than offset by having no new signups since present legislation does 
not authorize a 1961 program. This eliminates all activities in con- 
nection with counseling producers on new program provisions, estab- 
lishing basic annual payment rates, preparing applications, and 
measuring new acreage. 

Second, the remaining decrease of $396,100 in the operating ex- 
penses includes an increase of $18,600 for employee health benefit 
costs, and a net decrease of $414,700 by other Department agencies 
resulting from no new additional acreage being signed up after the 
1960 programs. 

COMMODITY CREDIT CORPORATION 


The estimated administrative expense limitation requested for 
1961 is $48,428,000. This is an increase of $5,628,000 over current 
1960 needs and consists of $845,500 due to an increase in the estin ated 
volume of program operations, $1,066,000 for services of the Inter- 
national Cooperation Administration and the Agricultural Marketing 
Service in connection with donation of CCC commodities abroad 
under section 416 of the Agricultural Act of 1949 as amended, $326,500 
for the health benefit costs and $3,390,000 for the 7 percent contingency 
reserve. 

PROGRAM VOLUME UP 


A somewhat higher volume of price support operations estimated 
for 1961 will necessitate a small increase in administrative expenses. 
The investment in price support—inventories and loans outstanding: 
was $8.6 billion at the beginning of this fiscal year. It is estimated 
that by June 30, 1960 it will increase to $8.9 billion and to $9.5 billion 
by June 30, 1961. Although increased investment in price support 
provides a general indication of increased administrative needs, most 
of the administrative expenses incurred relate to inventory trans- 
actions, including purchases, acquisition of loan collateral, sales and 
care and preservation of commodities. In this connection the antici- 
pated increases in CCC’s inventories are most significant. At, the 
beginning of this fiscal year the value of its inve ntory was $6.2 bilkion. 
Despite estimated sales and donations of commodities valued at nearly 
$4 billion during the current fiscal year, it is estimated that the value 
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of our inventory will increase to $7.3 billion by June 30, 1960, and to 
$8.2 billion by June 30, 1961. This is a 33 percent increase in 24 
months. 


COTTON 


Cotton now accounts for much of our increased workload in the 
area of inventory management. Price support extended on cotton 
during 1960 and 1961, mostly through pure ‘hases, is expected to total 
10.4 million bales each year. This is a 53 percent increase over the 
6.8 million bales on which loans were made during 1959. Sales of 
cotton are estimated to exceed 10.5 million bales in 1960 and total 
9.8 million bales in 1961—about four times the volume of sales during 
1959. 


GRAINS 


Acquisitions of are in 1961 are estimated to be heavier than in 
1960 because of a 384-million bushel increase—up 146 percent—in 
corn loan cthitaiton principally from the record 1959 crop. Wheat 
loans, acquisitions and sales in 1961 also are expected to exceed the 
1960 volume. 


ADMINISTRATIVE EXPENSE REQUIREMENTS 


The increased program volume primarily affects the administrative 
expense requirements of the CSS Commodity Offices. These require- 
ments are predicated upon a detailed work measurement system which 
has been in effect since 1951. As a result of this system we are 
enabled to convert estimated commodity transactions, such as loans, 
purchases or sales, to the number of freight bills, invoices, or loading 
orders required to complete the commodity transactions. Then 
having the number of freight bills, invoices, or loading orders an 
employee can process per day we readily arrive at total man-year 
requirements. 

This work measurement system evidences the fact that work is 
being performed more efficiently and at less cost than heretofore. 
The estimated fund needs for 1961 are based on actual productivity 
attained during 1959. The 1959 productivity was 6 percent greater 
than in 1958 and 14 percent more than in 1957. Since the estimates 
now before you are predicated upon cumulatively increased efficiency, 
we are requesting $2.6 million less salary and related costs than if we 


were performing at the 1957 rate of efficiency. This is the equivalent 
of 566 full-time employees. 


FOREIGN DONATIONS PROGRAM 


Services related to the donation of CCC commodities abroad under 
section 416 of the Agricultural Act of 1949, as amended, account for 
an increase of $1,066,000. Of this, $1 million is for transfer to the 
ICA for strengthening the administration, audit, and review of this 
program, particularly overseas. The Department of Agriculture has 
no facilities abroad for adequately checking and supervising these 
donation programs handled by voluntary relief organizations. Due 
to its heavy responsibiii'es, ICA has been unable to date to devote 
more than a pau amount of time to the program. In recent 
years section 416 donations have expanded both with respect to quan- 
tities donated and number of recipient countries. Since the value of 
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commodities donated is now running between $200 and $300 million 
annually in approximately 85 to 90 countries, it is essential that opera- 
tions be conducted in a manner that does not discredit the United 
States. 

This increase also provides $66,000 to be transferred to the Agricul- 
tural Marketing Service to cover its responsibilities for the foreign 
donation program under section 416. 


HEALTH BENEFITS 


The increase of $326,500 is to provide for the Government’s share 
of the costs of employee health benefit plans authorized by Public 
Law 86—382, 

CONTINGENCY RESERVE 


The increase of $3,390,000 for the contingency reserve is a precau- 
tionary measure which has been carried in the language of the Cor- 
poration’s administrative expense limitation for the past 5 years. It 
recognizes the impossibility of precisely forecasting administrative 
needs which are directly related to program volume based upon crops, 
the bulk of which have not been planted. No part of this reserve 
can be used unless released by the Bureau of the Budget to meet 
unpredictable fluctuations in program volume. 


RESTORATION OF CAPITAL IMPAIRMENT 


Under provisions of the act of March 8, 1938, as amended by the 
act of March 20, 1954, the capital impairment of the Corporation is 
restored on the basis of realized losses. The $1,325 million appropri- 
ation requested for 1961 is $110 million less ‘han the $1,435 million 
appropriated in 1960. A supplemental 1960 estimate of $675 million 
is now pending in the Congress to partially restore actual realized 
losses through June 30, 1959, to provide an adequate, safe operating 
margin in CCC’s borrowing power. 

The amount requested in 1961 consists of $632 million representing 
the balance of the unrestored 1959 actual losses and $693 million for a 
partial restoration of the estimated 1960 losses. Under past proce- 
dures, the 1961 budget estimates would provide for the restoration of 
losses applicable only to the fiscal year 1959 just completed. How- 
ever, our current projections of demands on the Corporation’s borrow- 
ing authority indicate that the $14.5 billion limitation will be danger- 
ously low in March 1961 and completely exhausted in April. Losses 
sustained during the first 6 months of the fiscal year 1960 were $771 
million. They have, therefore, already exceeded S $78 million the 
amount requested for a partial restoration of 1960 realized losses. 
The partial restoration requested would permit CCC to conduct its 
mandatory price support programs through the balance of the year, 
leaving an estimated $197 million margin for unforeseen program 
developments. 

SUMMARY OF REALIZED LOSSES IN 1959 


The total realized losses during the fiscal year 1959 amounted to 
$1,207 million— $328 million less than during the fiscal year 1958. 
Of the total losses in 1959, $503 million represented the net loss on 
price support sales, $3(2 million the cost of commodities donated and 
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$75 million the cost of the special milk program for children. Losses 
in connection with the commodity export programs were $132 million, 
net interest expenses amounted to $147 million and all other net 
costs, including administrative expenses were $48 million. 


REIMBURSEMENTS TO CCC FOR SPECIAL ACTIVITIES 


This appropriation provides for reimbursing CCC for its estimated 
costs during 1960 of financing separately authorized programs. These 
are: 

INTERNATIONAL WHEAT AGREEMENT 


This agreement operates to provide an assured market for wheat 
to exporting countries and assures supplies of wheat to importing 
countries at equitable and stable prices. Public Law 86-336 au- 
thorizes the President to continue to use the assets and facilities of the 
Commodity Credit Corporation in fulfilling the obligations of the 
United States under the 1959 agreement and authorizes appropriations 
to reimburse the Corporation for its costs in carrying out the program. 

The request of $49,042,000 includes $47,880,000 for payments on 
82.5 million bushels of wheat estimated to be exported during 1960 
under the agreement at an average rate of 58 cents per bushel, It 
also includes $200,000 for administrative expenses and $962,000 for 
interest costs. 


EMERGENCY FAMINE RELIEF TO FRIENDLY PEOPLES 


Title I] of Public Law 480 directs the Commodity Credit Corpora- 
tion to make its stocks of agricultural commodities available for 
furnishing emergency assistance to friendly peoples in meeting famine 
or other relief requirements and to pay ocean freight charges for the 
shipment of donated commodities. Appropriations of not more than 
$800 million plus $300 million a year from January 1960 through 
December 1961 are authorized under the act to reimburse the Cor- 
poration for costs incurred in carrying out the program. This pro- 
posed appropriation provides for reimbursement of $115 million for 
estimated operations during fiscal year 1960 consisting of $68,840,500 
for the cost of CCC commodities, $43,904,500 for ocean freight costs, 
and $2,255,000 for interest. 


SALES OF SURPLUS AGRICULTURAL COMMODITIES FOR FOREIGN CURRENCIES 


Title I of Public Law 480 authorizes the sale of surplus agricultural 
commodities for foreign currencies. It also authorizes appropriations 
up to $6.25 billion plus $1.5 billion a year from January 1, 1960, 
through December 31, 1961, to reimburse the Corporation for its 
costs in carrying out the program. 

The request of $881 million reflects $1.1 billion for the estimated 
fiscal year 1960 costs of commodities and ocean freight, plus $29 
million for interest expense, less $248 million in estimated receipts of 
dollars from the sale or use of foreign currencies. 


GRAIN FOR MIGRATORY WATERFOWL 


Public Law 654, 84th Congress, as amended by Public Law 86-133 
directs the Commodity Cre dit Corporation to make available to the 
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Secretary of the Interior grains acquired under the price support 
program to be used as feed to lure migratory waterfowl away from 
crop depredations. The act authorizes appropriations to reimburse 
the Corporation for its investment in the grain. The estimate of 
$35,000 represents the value of 400 tons of grain to be furnished during 
fiscal year 1960. 


TRANSFER OF BARTERED MATERIALS TO SUPPLEMENTAL STOCKPILE 


The Commodity Credit Corporation is directed under title II of 
the Agricultural Act of 1956, to transfer strategic and critical materials 
not required for the national stoc kpile to the “supple mental stockpile. 
These materials were acquired by the Corporation as a result of barter 
and exchange of price support commodities. The act authorizes 
appropriations to reimburse the Corporation for the value of materials 
transferred. The amount of $422,950,000 in the estimate includes 
$237,222,443 for the value of the materials to be transferred during 
fiscal year 1960 and $185,727,557 representing the unrecovered value 
of materials transferred in 1959. 


GRADING AND CLASSING ACTIVITIES 


The Commodity Credit Corporation makes advances to the Agri- 
cultural Marketing Service to finance the classing of cotton and grad- 
ing of tobacco which is required to be performed without charge to 
producers. Such advances used for classing cotton and grading to- 
bacco not placed under price support loan must be repaid from sub- 
sequent appropriations. The estimate of $715,000 is to repay that 
portion of the estimated advances in 1960 for the classing and grading 
of these commodities which will not go under loan in 1960. 

This completes our explanation of the budget requests for the Com- 
modity Stabilization Service. We will be glad to provide any further 
detail that may be desired. 

Mr. Wurrren. Thank you, Mr. Berger. We appreciate this state- 
ment. 

GENERAL AGRICULTURAL SITUATION 


Gentlemen, this agricultural picture is anything but good, in my 
opinion. In fact, it is so bad that it has gotten beyond the arguments 
that may have prevailed in the past. In my opinion, we have reached 
the point where something is going to have to give. Congress and the 
Department, I think, are going to have to get together on some kind of 
recommendation to deal with overproduction. I am not going to 
renew my arguments about the conservation reserve. Reducing 
prices is not proving out. 

All I am going to say is that, whatever you have been doing and 
whatever Congress has been passing, the records for the past 7 or 8 

years show the supply on hand and the supply we have giver away to 
be growing, growing, growing. So whatever merit somebody may 
see in whatever we have been doing, one way or the other the end 
result is not good. I think all hands are going to have to join together. 


SALES OF COTTON FOR DOLLARS 


Lam pleased to see the emphasis placed on sales for dollars. I note 
where you say in connection with cotton that 77 percent of all cotton 
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that has moved in the last 6 months has been for dollars. I notice 
that in the overall, about 70 percent of what we are moving has been 
sold for dollars. 1, as chairman of this subcommittee, take some pride 
in that because, as you will recall, for 3 or 4 years it was our insistence 
that the Department offer these commodities for dollars. It was our 
subcommittee which created the position of sales manager, pointing 
out at that time that we had this $12 or $14 billion corporation geared 
up to take in, but didn’t even have a sales manager to sell. I do wish 
to complime nt you for your successful efforts in moving this large 
quantity for dollars. However, even there, there are some places 
where we have differed, as you know, in times past. 


COSTS OF CCC PROGRAMS 


I think it would be well at this point in the record to include a table 
or a statement first on the restoration of capital impairment. | 
have had the staff prepare this, in connection with re prese nta tives of 
the Department. The figures come from the Department’s records, 
I would like to put in the record at this point a breakdown on restora- 
tion of capital impairment, payments under the soil bank, the cost of 
Public Law 480, storage costs, and CCC investment. 

(The information referred to is as follows:) 


Restoration of capital impairment, CCC: Billions 
enrauga fecal year 1952... chen cocn cc cek Sik . $2. 591 
Fiseal year 1952-58 ; cae St ln = ieien 9 
Pending supplemental ( (for part of 1959) __- 2 ee . 675 

1961 budget (for balance of 1959 and part of 1960) __- ; 1. 325 
Total cost phe ce Sate BI ns ee ad Sales eae ee Doe A Rd LO. 608 
Soil bank: 
IanO a ep ae hr 1, 65 
Conservation reserve: Billions 
1956-60 NE A ag a A A Nip ae og eye $0. 676 
1961 (budget RRND 8 30 a ek a ee Ee 36% 
Putte years (setsmiete)'s oo Uso Sl 1, 573 
—— 2.61 
I NN a a i a ee 5 oe 
Public Law 480 program: 
Title I—Sales for local currency: 
niein NUN UMRINER Eo ek) 2 ed ok 9 ee ek 9, 25 
Agreements signed (Nov. 30, 1959) pk dah cs bal a a rc csrmchch sar cis a ta 5. 70 
{eimbursements to CCC: Billions 
DI Os hc ek ht tes i ie el ee he $3. 997 
DRDINUD OR VR UN SR STAT EINONOD 8s a ee ele . 881 
—_——— 4, 88 


Title II—Famine relief, ete.: 
Total authorized _ 1. 40 


teimbursements to CCC; 1956-60___- Se eee 

Storage costs: Millions 
ALIN MRI cae Se er 8 bie o ree bine isnid ree ieieau wut $481. 7 
a ONC eT a ae ee eee ae 612.0 
I A ee msimicinaientin 700. 0 
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CCC investment, Dec. 31, 1959 


{In millions] 
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ed Exchange commodities 

Vish Total 

urge As of Dec. 31, 1958 
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Mr. Wurrren. Also, I have asked the Department to prepare 
45 connection with the staff of the committee another table which shows 
acreage and production data. 
through 1959 for the various major commodities, acreage planted, 
acreage harvested, yield per harvested acre, production, and acres 
removed from production by acreage reserve, by conservation reserve, 
by allotments and marketing quotas, and the total acreage reductions. 


ACREAGE 


AND 


Loans 


$1, 446 


Inventory 


155 


101 


1, 702 


$6, 469 


Total 


$7, 915 





PRODUCTION 


DATA 


830 985 

49 150 

103 103 
ee eee 

7,451 | 9, 153 

8, 716 

in 


This shows by vears from 1950 down 


(The information referred to is as follows:) 


Acreage and production data 


[In thousands, except yield per acre] 





Acres removed from production 

















Yield 
iat Commodity, unit | Acreage | Acreage | per har- Produc- | By con- | By acre- | 
: of measure, and | planted har- vested tion | By servation | age allot- | 
603 crop year } vested acre } acreage | reserve ments | Total 
} reserve | (esti- | and mar-} 
65 | mated) | keting 
— | | | quotas ! | 
Corn (bushel): | | | 
1950 : 82,859 | 81,818| 37.6] 3,074,914 |__.._._.. Dee 1 @ | @ 
1951 : 83,275 | 80,729 | 2.8:|. 9.696 760-1. 2.< =... eesem ) tf 8) 
ee | 80,940 wih. Sd ee es oe (3) | (3) 
. OL 1953 : 80, 459 | 90,9) 0000) 806 beeen sis - = ben sae- 3) | @) 
He 1954 rere e | 80, 186 | D0 SN a ae oe ae (2) } (2) 
% 195: cea! 79, 530 | 40.6 | 3,229, 743 |... en) (2) 
= 195 aoe 75, 634 | 45.7 3, 455, 283 , 316 | 204 | (2) } 5, 520 
\ en oS } | 72,616 47.1 |} 3,422,331 | 5, 233 | 891 | (2 6, 124 
1958 ee | 738,327 | 51.8 | 3,800, 863 | 6, 658 | 1,458 | (2 8, 116 
Or 1959 re 84, 609 O15} 4,001,170 t...c5.4.<- , 518 | (2 3, 518 
. “0 Rice (hundred- | | 
. 10 weight): | 
a Eee 1, 655 1, 637 | 23. 7 Oe OO Beg ches 291 | 291 
oes 2, 033 1, 996 23. 1 OO Foe ic tedkc dee (3) | (3) 
1952____ as 2, 047 1, 997 24, 1 G0 ees eee ooo (3) (3) 
1953 ee ere 2, 210 2, 159 24. 5 6 Se ee (3) (3) 
S 1954 ee ene 2,610 2, 550 25. 2 OS Eke cascnceloenaedonas (3) ) 
. 88 SO ace 1, 851 1, 826 | 30. 6 BE OE Eade 682 682 
pe ae ee: 1, 605 1, 569 | 31.5 49, 459 RS ae. 3 27 303 
40 ie suce 1,372 1,340 | 32.0 | 42, 935 | OU a de bs since ack 242 
Se SOS emis ; 1, 439 | 1,415 | 31.4 44, 381 | 174 | I ae ics 175 
bo/ 11950 ya 1, 607 1, 586 | 33. 5 | 53, 122 |_. Joust We see 5 
i heat (bushel): | | 
illions 1950 71,287 | 61,607 | 16.5 | 1,019, 344 Bee a eye. 11,129} 11,129 
81.7 78,524 | 61,873 | 16.0 ag ieee Reap 3) | @ 
12.0 78, 645 | 71, 130 BAe EO, 040 Fai sae ob iin re <e @) | 
iin 78,931 | 67, 840 | SUB GAM OFY Ei casscca.~okeadanonn se ot 
00. 0 62,539 | 54,356 | 18.1 | I Bixicns asec enaceuanse 16, 931 16, 931 
58,241 | 47, 285 19.8 | O64: 781. Ec5u- a. Sih anal 7, 000 | 7, 000 
60, 658 | 49, 784 | 20.2 | 1,004, 272 | 5, 670 114 cy eatin 5, 784 
49,852 | 43, 806 21.7| 950,662 | 12,783 WOT To ecsanuncd 13, 280 
} 56, 269 53, 404 | 27.4 | 1,461,714 | 5, 289 i es 6, 065 
58,043 | 53, 024 | SEO f PR ISS Cc gncsel WOO Re cence 2, 330 


See footnotes at end of table, p. 375. 








Commodity, unit 
of measure, and 
crop year 


Cotton (bale): 
1950__. 
1951 
1952 
1953... 
1954 - - 
1955... 
1956... 
1957 
1958 _ - 
1950_.. =e 
Tobacco (pound): 
1950- 
1951 _- 
1952 
1953 
1954 _- 
1955- . - 
1956... 
1957... 
1958. . 
1959. _ - 
Peanuts (pound): 
1950... .- mein 
1951. .... ra 
1952. ... 
1063 ...... 
1954__. ah 


1950 ees ee 
1951 aaa 





1956 
1957 
1958 
1959 * 
Flaxseed (bushel): 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
Oats (bushel): 
1950 
1951 
1952 
1953 ddenbbe! 
Penaeus Fs 
1955 
1956 
1957 
1958 
1959 liead 
Rye (bushel): 





1959- 


See footnotes at end of table, p. 
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Acreage and production data 


Acreage Acreage 
planted har- 
vested 
18, 866 17, 843 
29, 353 26, 949 
8 O65 25, 921 
26, 872 24, 341 
20, 052 19, 251 
17, 991 16, 928 
17, 077 15, 615 
14, 310 13, 558 
12, 379 11, 849 
15, 890 15, 164 
1, 599 1, 599 
1, 780 1, 780 
1,772 1, 772 
1, 633 1, 633 
1, 668 1, 668 
1,495 1, 495 
1, 364 1, 364 
1, 122 1, 122 
1, 078 1, O78 
1, 154 1, 154 
2, 731 2, 262 
2, 606 1, 982 
1, 909 1, 443 
1, 846 1,515 
1, 881 | 1, 387 
1, 921 | 1, 669 
1, 869 1, 385 
1, 800 1, 481 
1, 758 1, 523 
1, 674 1, 461 
13, 010 11, 155 
10, 790 9, 424 
9, 190 8, 236 
9,615 8, 680 | 
14,740 | 13,370 | 
16,335 | 14, 564 | 
14,835 | 12, 940 | 
16, 535 14, 988 
16, 309 | 14, 923 
16, 990 | 15, 074 
4, 274 4, 090 
4,116 3, 904 
3, 445 3, 304 | 
4, 759 4, 570 | 
5, 947 5, 663 
5, 219 | 4,981 | 
5, 866 5, 548 
5, 599 | 4, 899 
3,943 | 3,789 | 
3, 482 3, 132 | 
| | 
45, 044 | 
41, 015 
42, 341 
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44, 691 

42, 577 | 

38, 406 

36, 141 

3, 664 1, 

3, 616 | ‘. 

3, 186 & 

3, 456 | F 

4,178 | , 

5, 125 | 3. 

4,527 | 1,6 

4,413 1,6 

4, 430 | 1, 773 

4, 054 1,428 | 
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Yield 
per har- 
vested 
acre 


269. 0 
269. 4 
279.9 
324, 2 
341.0 
417.0 


409.0 | 


388. 0 
466. 0 
465. 0 


, 269 | 


1 

1, 310 
1, 273 
1, 261 
1, 346 
1, 466 
1, 596 
1, 486 
1, 611 
1, 560 


900 
837 
940 

1, 039 
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1, 161 
970 
, 205 
1, 097 
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Produc- 
tion 


10, 014 
15, 149 
15, 139 
16, 465 
13, 696 
14, 72 
13, 310 
10, 964 
11, 512 
14, 701 


et eet DS SO PO PO DO IS PO 








2, 035, 285 
1, 658, 885 
1, 355, 800 
1, 574, 175 
1, , 495 
1, 548, 010 
1, 607, 810 
1, 435, 945 
1, 835, 800 
1, 602, 115 


40, 236 
34, 696 
30, 
37, 656 
41,274 
41, 243 
48, 009 
25, 919 
8, 568 


Noe 


1, 369, 199 
, 277, 647 


1, 217, 








2,709 | 
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Acres removed from production 


By 
acreage 
reserve 


1,121 
3, 016 
4, 926 


33 
RO 


111 


44 | 


433 |____ 


, 153, 205 |_ 


, 409, 601 


, 503, 074 |__ 


1 

] 

1 

1, 163, 160 

1, 300, 954 

1, 415, 570 

1, 073, 982 
21, 403 
21, 517 
16, 146 
18, 894 
25, 935 
29, 055 
21, 155 
27, 243 
32, 186 
21, 495 


By con- 
servation 
reserve 
} esti- 

mated) 


By acre- 
age allot- 
ments Total 
and mar- | 
keting 
quotas ! | 


7, 283 | 7, 283 
(8) | (3) 
(3) 
(3) | (3) 
», 493 5, 493 
3, 266 3, 266 
722 1, 869 
3, 130 
5, 106 
64 581 
49 | 449 
+252 $4952 
26 426 
21 | 21 
84 S84 
146 5 146 
75 108 
194 276 
2 116 
+2 i 
694 694 
311 dll 
183 183 
28 B 
68 68 
+120 +120 
80 133 
39 78 
+1 60 
ee 113 





35 a 35 

152 | 152 

sul 26 t=. 246 
.| 433 | 433 

| | 

264 264 

a 1, 149 
eof. 1, 842 

3, 237 3, 237 
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Acreage and production data—Continued 


Acres removed from production 





"4 
Yield | | | 
| 
| 
| 


Commodity, unit | Acreage | Acreage | per har- | Produc- Ry con- | By acre- | 
of measure, and | planted har- | vested | tion By | servation | age allot- 
crop year | | vested acre acreage | reserve | ments Total 
reserve | (esti- | and mar- | 


mated) | keting 
| quotas ! 


| | 
| | 





Sorghums, grain | 
bushel): 














1950 10, 346 22. 6 233, 536 se a Bie enna 

951 5 8, 544 19.1 162, 863 ‘ ‘ seis 

1952 5, 326 17.0 741 a i a 

953 6, 295 | 18. 4 , 719 ‘ 

954 11, 702 20.1 

O55 12, 866 | 18.9 | aa ves ‘ 

1956 9, 342 22.1 446 |__. 446 

1957 19, 503 28.9 1, 937 | 2 1, 937 

Q58 16, 658 | 36. 6 BE Reicx ie oa ane, | 2. 560 

1959 15, 575 37.2 3, 458 | : : 3, 458 
Soybeans | | 

bushel 

950 15, 640 13, 807 21.7 299, 249 |_- , ; 

951 15, 655 13,615 | 20.8 BO tt bawce otel ks las ; waee 

952 16, 374 14, 435 20. 7 298, 839 

953 16, 719 14, 829 18.2 269, 169 

954 18, 872 17, 047 20.0 341,075 

955 18, 620 20 1 | 373, 522 

056 20, 642 21.8 449, 446 44 44 

1957 20, 826 23. 2 483,715 190 |_- 190 

1958 23, 900 24.3 579, 713 |_. 341 EF 341 

1959 22, 428 24.0 537, 895 | ‘ ; 860 |... = 860 
Subtotal | | | 

1950 276, 684 247, 223 |..-- | ‘ i = 19, 446 | 19, 446 

1951 287, 791 247, 751 59 59 

1952 -| 281,493 252, 909 : 5 209 | 209 

1953 285, 424 251, 287 ‘4 sa 49 49 

1954 281, 718 249, 524 ; 22, 576 22, 576 

1955 280, 736 241,056 | _- ie : 10, 974 10, 974 

1956 274, 184 229, 152 1, 227 1, 152 14, 591 

1957 260, 635 230, 458 es 5, 342 233 26, 929 

1958 2 256, 841 235, 473 17, 158 8, 057 1 | 25, 216 

1959 267, 845 243, 131 isa ‘ 15, 727 62 | 15, 789 
Other crops: ? 

1950 76, 562 89, 214 e 

1951 75, 131 8S, 328 * 

1952 74, 600 88, 404 

1953 75, 037 89, 373 

1954 73, O88 RR, OSS 

1955 73, 648 91, 824 ] 

1956 71, 110 89, 427 - ‘ 250 250 

1957 73, O83 88, 218 ‘ 1, O85 1, O85 

1958 73, 217 85, 284 1,839 |_. ‘ 1, 839 

1959 69,902 | 81, 761 6, 695 |_- id 6, 695 
T t ils | 

1950 - 353, 246 | 336,437 |_- | ane ‘ ipmenent 19, 446 19, 446 

1951 362, 922 336, 079 ; ‘ 59 59 

1952 356, 093 341, 313 | ‘ 209 209 

1953 . | 360, 461 340, 660 |_..-- e 49 49 

1954 354, 806 338, 214 22, 576 22, 576 

1955 354, 384 332, SSO sbtwuns 10, 974 10, 974 

1956 345, 294 | 318,579 |___- Ae 12, 212 1,477| 1,152] 14,841 

1957 2 333, 718 318, 676 a 21, 354 6, 427 233 28, 014 

1958 . 330,058 | 320,757 |.....- ninweg 17, 158 9, 896 1 | 27,055 

1959 337, 747 324, 892 <2 > i er cethii 22, 422 62 22, 484 


1 Except for corn, the reduction in acreage attributed to acreage allotments represents the difference be- 
tween the planted acreage in the year prior to the initial imposition of allotments and the acres allotted that 
year, and for subsequent years, the difference in acreage allotted from that for the preceding year. Thus, 
the reductions shown would be maximums, and would not reflect noncompliance by some producers, nor 
the possible diversion of these acres to other nonallotment crops. 

? Acreage allotments proclaimed but impossible to estimate reduction due to large percentage of non- 
complying farms. 

§ No program in effect. 

* Quotas not in effect on cigar filler and binder and Maryland. 

§ Quotas not in effect on Maryland. 

§ Less than 500 acres. 

7 Acreage planted and harvested includes 59 commodities reported in “1959 Annual Summary~Crop 
Production.’’ Acres removed from production include: Dry edible beans, Irish potatoes, hay and pasture, 
vegetables, miscellaneous crops, summer fallow, idle, and failures with adjustments for double cropping, 
crop failure replanted, ete. 
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PRICE-SUPPORT, CCC HOLDINGS, STORAGE AND TRANSPORTATION 


Mr. Wurrren. To that I would like to have you add price support 

levels for these respective commodities for those years as well as 
CCC holdings, showing both inventory and loans. 

Then I would like to have you show the annual storage rates, the 
total storage payments per year, as well as the annual transportation 
costs. I think the information is pertinent at this time. 

(The information referred to is as follows:) 


1—60 


5 


iC ; ; sosts, fiscal years 19 
0-59 and selected data on CCC holdings, storage and transportation costs, fiscal y 


5 


crop-years 129: 


Prire_siunnort levels. 


377 


90F ‘TL 
L&Z ‘$9 
966 
SRE ‘OL 
ZSF ‘SL 
89 ‘cS 
122 ‘6h 
ELb ‘SE 
PEE “LE 


926 
LeL'T 
PLT I 
Z£0 '€ 
L419 ‘T 
962 T 
¥I 

I 

8I 

8% 


fb8 ‘E 
Lbz “6Z 
1OP ‘St 
06% ‘ZS 
blz ‘6E 
T09 “ST 
OIL ‘21 
ose “LZ 
£69 % 
POL “LS 
spuvs 
~noyL 


4yso0 
Ppeplooed 
*uorye 110d 

SUBL I, 


ort 


960 ‘80I 
866 “b0Z 
Cle ‘ZS 
60F Z9I 
I¥€ “CST 
GCL “F8I 
61L TF 
Les ‘08 

bee ZE 


G&L ‘OS 


Lig Z 
#92 ‘C 
228 ‘8 
SF 
196 ‘II 








| Zo ‘TZ 
| oz9 ‘ee 


P82 “bP 
PRE “6T 
LBZ “SZ 
LLS ‘OES 


SPUDSNOY TL 





4s00 
pypsovVyY 





O9—-TGE6ET 


as 
the 








10n 


OS1% 
OS IZ 
O1Z * 
OS1Z° 
OS1Z° 
1Z0Z 
1Z0@ 
CORI 
cost 
Z9ST* 


29 
z9 


zy 


0€ * 


0% 
0% 
0% 


0Z ° 
0Z * 
02 ° 


6881 ° 
6881 
6881 
68ST 
6BS88T 





06ST * 
SZET “O$ 


| (jenuu 
qrun 
Jod 0qvyY 








BIOS 


098 ‘9g 
EST ‘8ST 
988 ‘89 
L98 ‘lz 
6c0 ‘06 
OFZ ‘ZE 
Z10 ‘S61 
‘96 
‘OF 
‘IZ 


‘6E 





860 “S6F 
och E1¢ 
ORE “TI 
662 ‘OTL 
C2Z “$S9 
1eS ‘69F 
90° “OD 
O61 ‘89F 
690° 
268 ‘6L1$ 

spuDsnoy,] 








onjea ysog 





I€L ‘GIF 
8Z0 ‘88 
698 ‘LE 
1r8 ‘EI 
PEI ‘St 
StL ‘FI 
820 ‘16 
SLE ‘th 
C6Z ‘7 
SES ‘I 





, 


G 


Te “Cet 
61L 11F 
O88 ‘868 
692 ‘16H 
LOB ‘ZZ 
ChO ‘00k 
6Z£ OIF 
SVE 66Z 
628 ‘LE 
929 “6ZT 
spun fo 

spupsnoy,] 





Ayiquenty 


Of ounys 





puny 


no suRvo’y 



























L¥b ‘E88 7% pE9‘IOL‘T | 1 096T 
PRE “$26 7% QLS ‘ORI ‘T | 
ESI ‘00 % 126 ‘FES 
GSR 692 *% 96 ‘EZ8 
009 “SEs *% EZL ‘086 9S6I 
626 ‘9FS "Z| 86 'SL6 co6l 
960 “126 ‘T £19 “PLL P61 
CRP L811 120 ‘OLb £c61 
IZ “19 ee “Srl | cS6I 
19€ ‘E8F LBP 961 IS61 
29% “FS 1 0961 
1#8 ‘19 | 6961 
ITt 08 8961 
931 | LC61 
l 961 
ccé6l 
P61 
L £S61 
OLS ‘T | $9% 2961 
0e9 % $9Z IS61 
| $16 ‘622 ‘T 1 O96I 
9L9 ‘Eb 'T 6961 
| 280 820 ‘T 8°61 
99% L°61 
1Z1 9861 
ol 
626 | 
620 
066 ‘66% G68 ‘£ 2°61 
SLI ‘Eto$ | E2b'sih | IS6r 
spuDsnoy,., | sjun fo 
| Spunsnoyy 
} | | 
anjea 380g | Apjuent | 
of ounye 
pepue |. 
AIBvOA 
[Bost y 


it ung ALOPUGBAUT UJ | 


pee 


ZR 
00 
00 
80 


FZ * 
12° 


0% 
sl 


66° 


sunoafi poosyf ‘97809 u027D0}) 40d SUDA} pun »BD41078 ‘sBurpjoy DID UOC YIYp pajz2a272s puv EG 


INNAANA ANE Se 





> 








“ar 
L°9L 
‘c) 


"“g) 
Ye 


yuoddng 








*1g¢ “d ‘9[qBy JO pUud yw S9}0U400] deg 





(JOYSNG) PROTA, 
6S61 
8S6I 


LS6I 





S61 


en a ee ees de ~~“ 0861 


:(WQ31IeMpolpuNyY) s17Y 
Sree: oe 6961 
r ari ERE fe "S96 
Be ote wera a ea Rrra “"" 1661 
~~~ OS6T 
So6I 
Be ee eae ea. eee a 
; £o61 
eae es pe a 
Oi at erkana c mike | aie oe 
arate Ais. Oo ie Oc6I 

:(sjeysnq) uL0g 


IvoA-dold put 
‘ainsveul JO glum ‘AQIpoul 





Og6] savah-do.ws ‘sjzaaaz 740ddns-s014g7 


a sojouo Vv ef0gD a eT0"O VY s700D 


nai i cc 


9Z8 “TT 1600 ° | OFF ‘St ZFY “OST 020 ‘1 EZ1E * | Sc6l 
IIl ‘61 #800" OZL “SSE ; 1ZS “681 £20 ° I8&8Z | LS61 
36¢ “0% F800 ° 99F ‘Z09 ¢¥y0 “L98 400 °¢ | PEAS * | ; 9c6I 
i b800 TSZ ‘226 | E18 ‘BFS * OLIE* 
‘ol 6800 * 19€ ‘660 69S ‘68Z 

6800" IZL “Eel 5 ( ZEF “OZ | CAT | ~~ “Sc6l 

800° FEO ‘062 | L62 ‘ZE ¢ £C6I . : 

#R00 * TRS ‘St ; | SIF Zo61 

#800 ° 9OL 866 ‘ST 1g61 0622 OS6T 

| :(spunod) puvjdn ‘0009 

1600 ° ZgT ‘9 zZ L09 ‘9T ) 1 O96T 16Z¢ * ; a 
1600 ° gy¢ ‘IT £29 '8 6861 ’ 
PR00 | Seb ‘Or 964 So6I 
PS00 * | Zb1 bat Lg61 | of 
#800 | €€1'T 619 ‘PIS | 961 ec¢ ( ’ ~-¢c6l 
6800 geT “Ss . =" , : ; | ~“ 76 
6800 - ore > 2 \ ; 
#800 
F800 
F800 ‘OF 





af ; 
spuvs | spunsnoyy | sjiun fo | spunsnoyy aziun jo 
-noyL | SpuUDsnoyY,y | SpUubDsnoy 


uu) | 


}800 yun en[VAa 4s Ayijuent | onjea ysog | Agyjuend 
380 pepiooey =| tod oyey } OF vuln 
pepiovedd pepuo 4IvoA-d0id pus 
‘uoljeqyiod ; a ' “| dBoA F : ; . yu JO lun ‘AL pouWo,) 
SUBLL of Ouns 
Suljpuvy pue odvlojyg SUIPUBISJNO SUBO’ | of Cun AJOJUBAUT UT | sJeAo] woddng 








ponunuojg—og-l ge] suvah poosif ‘sjs0o uoynjiodsuv.4 pun abp.1078 sburpjoy QOO Ve vywp pajoajas puv GG-OG6] sivafi-dous ‘sjaaa) 240ddNSs-a9ld J 





379 





196 | 


ggg * 
St ae 
gle‘ 
620 ‘ 
698 “ 
228 | 
889 


INH ON 


zy 














10k 
002 % 
O88 
90 *€ 
62° 
692 ‘T 
6F E 


969 °8 
SIF OT 
TEh '0z 
981 
Gll 91 
OPS “ZT 
£80 °% 
YOR 
916 


Lt6 





G 


UF 
O8 


12 


9022 


YO * 
9022 * 


902% 


902Z * 
S0IZ ° 
S0TZ * 
OF6I* 
OF6I 


OOS T 


661 


6861 ° 


6E61 
6£6I 
6861 
ERRI 
ERR I 
SZ9l 





6£00 ° 
6£00 ° 


6£00 


6£00 ° 
1200 ° 
1Z00 ° 


1Z00 


£00 


£00" 
£00" 
£00" 


£00 
£00 
£00 


£00" 
£00" 


£00 





al 
UGL 


298 
cee 


166° 


OH 
089 


Ole” 


998 


fet" 
1Z0° 


209 


| OFZ 
>) 
aL 


2G 
| 26 
| SON 


| 931° 


816 
ROL 
Of 


| 108 

Isl 
| P88 
| 80¢ 
P6L 
ygg¢ 
£bS 
$29 
rAal 


Che 











“QQ 
"N90 


oad 


“70 
LES 


‘ZOF 
“PSZ 
‘SIZ 
“P6I 
“PIT 


























619 “ORE 


HPS ‘OFZ 





GL 

BFE “1S 
£6 ‘OL 
| S66 ‘OF 


ay 


G06 ‘ZZ 
892 ‘98 
EIe ‘OZ 
Lg9 


SIT 


| $20 "CZ 
SPI 
992 “£6 
PrP ‘ZR 
POP “69 
Lil 
Los ‘61 
PEE Z 

162 ‘PL 
£FO 18 





408 ‘ZI 
SES “0% 
612 ‘SI 
1#9 ‘FI 
CPO ‘Fb 


RES ‘Ef 
862 “1 
eh “2 
| $01 


| £00 °E 
P9E 'L 
$69 ‘OL 


| 26 

220 'T 
| S1Z‘T 
1g0 ‘T 
| 


Buy 


SUZ “RYT I 


i 

| 868 ‘ 
LIS 
b6F ‘E1 
IZ 
6e8 ‘9 
862 ‘8 
I9I '¢ 
2sI 
e91 


L88 ‘ZS 
Ehe “66 
€1¢ “Ss 
992 ‘89 
869 ‘09 
| O€9 “EL 
SOL FI 
869 “I 
| 2106 
| 888 ‘02 
gfe ‘8 
S08 ‘AFI 
OFF ‘06 


OE ‘ZE 
L9¢ ‘98 
LG ‘CHT 
299 








“ay “4 








1 O96I 
6861 
Sg6I 
L961 
9961 
cS6i 
e961 
e96I 
2961 
[S61 


1 O96T 


6961 
Ro6I 
LS61 





P61 
e961 
2961 
1961 


1 0961 
6961 
8961 
L961 
9961 
Sgé6I 
F961 
e961 
ZS61 
IS61 


0961 
6961 
So6I 
Lo61 
961 
oo6l 
Po61 
eo6l 
2961 
ToT 








} 
| 
| 
| 
} 
| 
| 














+6 
6% 
a 
Il 
ol 


R960 
9901 
LOL 
OFLT* 
OZSI * 
OZZ1 ° 
SsII 
061° 
Sit" 
SOL * 





OSb ‘0$ 


Mo WY 


OLbS ‘OS 


a SofogD 





Vv 





feping 


OPpue OF 


eojfoy 








0 09 
0°¢9 
0 SY 
0 Oz 
0°S9 
0-02 
008 


0°09 
0°09 





06 
06 
06 
06 
16 
06 
26 
16 
06 
06 


peinod vtt| y 


a ®71000 


"18¢ “d ‘81qQBz JO pues 3B Saj}0U300] 9eg 


06 
06 
06 
06 
16 
16 
16 
16 
06 
O06 


Aouing 


Vv 97000 





| 
} 


| 





:(spunod) sjnuveg 


spunod 





sjeqsnq) Poosxt ld 





6961 
8S6l 
L961 
986I 
Se6l 
$961 
£61 
861 
161 
OS6l 


661 
RS6I 
£861 
9861 
SS6I 
S61 
e961 
eg6l 
Ig6I 


~~ 9861 


(sfTetsnqg 


) Aapleg 


6961 


“S961 
L961 


9861 
So6I 
#961 
Sg61 


“2S61 


~~ 6961 
8°61 
L°61 
“9961 


To61 
~“OS6I 
O9IR GOL 


oval 


1961 
OS6I 


°c | 961 ' 2% | 0°08 a — rS6I 



























































































a OFF ‘T 1z0Z° | «GHT ST | 6€8 ‘9 1 OIL’ 1 Izg ‘2 
. semen enema ane ae —— 3 _ 
| Lez 1Zoz" | Ste. 661 SI ¥S6I 93% 0°06 sees 
eZe G98 | 200 ‘¢ 216 ‘Tt SF6 ‘I £961 9S 7 0.06 
or GO8T | ORG | 982 gf cs6I | ShZ | 0°06 
Sil | ZO9ST | £98 ZLl | ¥E c6I | 90% 0 O08 o : 
| j (Jeaysnqg) SUBVGADS 
6 'S | 020 ‘6F 6E8E° | Z6F ‘IOI 16 ‘£9 66 ‘897 [ 0°09 or eee ete 2 
826 “PE ZF Z8 6E8E * L02 ‘FI 192 2 | 899 ‘O8Z | 0°02 | eae aa ; r* 
ZL ‘ET 808 ‘LP 6ese° | 6ER‘s 990 ‘% | 986 ‘bZ | I | 0°02 Se ale tee eee 
a) | $68 ‘9I 6E8e" | 2g 9% EFI ‘SOT | 269 ‘Eb | a4 | 0°92 eee te eee a Lae ~~ "9961 
280 ‘EI x6 6ese° | 896 | Ith | 12% ‘LIT | S81 ‘¢¢ | I | 0°02 ee ee ee 
[88 “9 006 ‘6I s09e" | S62 rE LIZ Il 619 ‘Tg Sc6I z fee Uhl CC UlU,lCUEES Ses ee 
ele % aor ‘9 goose” | PLL ‘T | OGL SSI ‘OF 60% ‘91 i) | z 0's pst ones sane reas eae eeey 
8e eS | Ieee" | 886 | ZOb | 196 | ce | €96I z | 0°08 SR EROn SRP R ER eee “" “eS61 
og8 I FOL % ‘ee He a kee | 602 ‘€ | O61 'T | S61 z | OSL Reena Fe ae ee ~_ _ 1961 
660 ‘IT E8E ‘OL | O06LZ~° O1% | Ott | bPL ‘OF | TEs ‘eT IS61 [ ee ee eee ~~" OS61 
| | | (VU DOM 
| | | | -peipuny) uleizd ‘summysi0g 
| Osiz’ | 6% ‘2 | 968 % | 206 ‘€ ‘g | 10961 06" eA ee ee 
|} OSIZ" | 1S9°% | T80 ‘8 9 6961 OL‘ 
OSTZ" | | 921 CEP 's ‘9 |} S96r | sil as . 
| | OSIZ :% | O61 ogi ‘9 ‘g 2g¢ Zo'l ; hae 
OSIZ* | OL9 £09 | 622 ‘Yi ‘II | of SIT | ea Late as ~ “SS6I 
1Z02Z | 028 ‘% 619 ‘I | OFS ‘6 | §&6 | et ~~~" 9S61 
[ZZ * Sil | 992 | OFS "E | a etl ; ~" “S961 
S SOSsT ° oP | l€ SLI | oY cri | 2 ~~ “696! 
ot GZ | 02 621 | 6&6 08 “I oom “TS61 
A) 9st” $8 | 69 Lz } 1 82 ‘I Rint ns p< Dar = “~"OS6l 
| -(sjoysnqd) vAY 
| | S€l &F | O8F ‘OI 1 OV6I . ~~ “6861 
| OST “St | LOE “bE 661 7 8961 
1Z9 ‘¢ | $06 02 | RS6I | 
| #20 OSS ‘%z | 2961 
| Z1Z ‘61 Sb ‘LI 9S6r | 
| | Lae ‘Zz | £9¢ “bE | S61 | o 
| | 026 ‘Sz 126 “FI | P61 ? 
| | SPI ‘6 | 220 % OST | C61 
9 | ez¢ | SZ ‘b QLL Z61 aL g 
oes gsi ‘I$ | $Ob Z% | 169 ‘s¢ | 280 6 | S61 L0$ 
spuns spuvsnoyL | spuvsnoyy, | szrun fo spuvsi | spunfo | ( 
-nOY] | spuvsnoy, spuvenoyL | | 
| 
| = = | m = | 7 7 —?, | - ™ | . = = _—— 
| ((ynuue) 
1800 jun OnTBA ysoH | AyyueNny an[BA 4sog | Ayuent avy Ayiied Jo Ju010g 
ys00 |} popac Jad 948 ¥ | | og vung | 
pepi0ded | pepus | | Ivak-dold p 
uo1je310d|~ Pe a a : “< -. — 3 IBvoA 7 : oa ~ ~~) = *Qunseeu JO yun ‘AyIpouruI0g 
“suBly, | _ | og ouns [BOST 
Suljpuey pus ssvlojg Sulpusjsjno suvo7yy =| og oun A1OQUBAUT UT jaaog[ qaoddig 





penunu0g—og-]1 96] sivafi yoosyf ‘sjs09 uouypnjzsodsuv.4 puv abv.ojs ‘shurpjoy QOD Uo vjop pajvajas pun EEG-OGE] s4vafi-do.o ‘ jada) 40d dn8-39l4 J 








381 


sOL 
+6 
eee ‘T 
86F ‘T 


Llg 
cee 

ZOF ‘T 
eer ‘T 





ERZ 
SI 





” 


962 ‘I 
982 ‘T 
048 

9F9 

26 ‘T 
869 ‘T 
290 ‘b 


£26 © 
0ZS “LLt 
9 “LO 
00Z “SSE 
880 ‘9Ce 
6ET “LOE 








S6F “SOT 
180 “99 
9¢Z “TOT 


Zhe 'f | 
¢Zs Il 

OFF 9 

L412 © 

ORR 

OFF ‘T 








O18 ‘602 
| 


00° 
00° 
00° 
00° 
00° 
00° 
00° 
00° 
00° 
00° 


9¢° 
9g * 
| Sa | 
9g ° 
9f * 
ge ° 
9g ° 
9 

9E° 
9° 


























‘786 
‘GH 
‘Le 


160 
Z290 
266 
O98 





£20 ‘22% 
#20 ‘SI 
SOF 
6F1 


eI 








200 
ORG 





inns Aa 


a 

















061 


Ceo “12 





e249 ‘Ol 
66F ‘8 
202 





| 661 


Z16°T 


OFZ. 








SE 
SIPS 
4 ae 
PZS8 “UZ 
| Sst ‘tl 
| 666 LI 
C60 “FE 
SLE OS 








906 “PET ZL 
691 
O98 “LEO “¢ 
ers + 
SZE “SOS 
TE8 “692 ‘t 
6SE “PEL ‘Z 
| Sb “SFO 'T 
G98 “206 
Crh ‘OFS ‘T 











+9 











“18g “d ‘e[qBq JO pus 4t 
7 : ~~ . : | 
0961 | | 
696. | 
8o6I | | 
sors 

























0¢ “19 
| 00 °Lt$ 
| | | suo}) 
| i | 
suvonp | | 
SJOUt | -O1d | y}t HW | 
j 
| 
I Ost It i uno] } 
O96I u 0°09 
6961 9 89 
RCHI g RO 
y 
ve 9 
} ZL | 
62 °2 
, | | 
9 
} O°SL | ¥ 
puny) eqrpe 
| | . . ‘ E 
a = LePage: gape athe SNe ie SECA . 
2561 | | 
A ee se See we ae ree eee 
0961 C8 ‘I . ‘ r 
6s6l | 
Ro6I | 
| rae 
YSG6l | 
i ; 
PS6I | 0°06 
£g61 | 0.06 





ZCATl n Of 





$8}0UJOO] 80g 





6C6I 





Pp ISU0PIOD 


6961 
So6I 
LS6I 





Soél 
P61 
£6I 
ZS61 

Ic6I 
OS6I 
DOM 


Aip ‘suvog 
10.10 pjey Je 
6°61 

SS6L 

LS61 

961 

Sc6l 

P61 

£c6l 

oL61 

S61 

O<61 
jejo9QqnSs 
































































































RI | ZOF 1 9f00° * 9LT LT Ste 66 as rs i 7 ee PO ee ie ORES a eae ; P61 
Zit 89 a f=!” lULEhL ee | 668 ‘Ze TSO ‘22 an, ae orerecenn= san teereene=s eearanceverenenys 
cr | ert | 9g00° | 668 ‘OI | 966 ‘ ‘Of #0 ‘S9 eset | (6) (s) cee sor 
LI “1 9800 * ‘ZI | £2 ‘YI | eset | (6) (y) ~"" 1961 
c * set |) 7% | OL Is6t | (a) | (s) “ng ee a eT OS6T 
| | | | einjsed pue AePy 
(spunod) spaag 
: ‘7 \~~ ; we ed tee 2S Cr cee Ec ge ae ee ee So er oe ee ee 6961 
ee ee ee : : ee re vrar: a ee SV 35) 01 ts pe aoe SNe rey iy ~"Sg6I 
Sesser eA nse agus e : : : : ee ee eee mipan exigent eer ee a ae me Peer eee en 
oc Soo: kl 7 1 ; : oa: Bete ee i | an eS vise eae oe eth a Se ET rae ee “Ta nn 
£900 ° oe sae ss A : * eee 996k =f" = te a. TAREE LD, ES pte Pees To. 
| ¢¢00° Bert ; tor Z8E ‘6 Pe ae oe ee. Pe ey eae tT Te SS er 
“S00 ° ney e sere "| Sb8 9 £1€ ‘OST oT SS ea Se ) no eee bag “ataxia oe mei 
£900 ° — eT eae ~ § oon ie SSF ETO 'T ee i © Me Aes Re Ae Se Lee ee Mote ane 
£00 * ae 2 ener a ae on Seeger e Pee te : Unga oe er ear wea pe te 
| e900" | 7 awe oe eta - a Wh ee ee ee wet ae © gee ae ieee ~“OS6I 
| | :(spunod) [vour peesu0}109 
0900 * ets , 5 | < 0961 Par an ne te Rae Le eee : ne 
0900 ’ 90Z *S ot Tr: es ied ee e : we aa we) : “8°61 
0900" sie ; oe “""") SS6I Pom : ree 3 are ME bis Pe ee LS6I 
0900 ° ys oe a ne, eee so ~ : ets 8x eee ~~ 9S6I 
0900 * F 908 | aes . | F Ree sere vaie ee 6I 
SF00 * ; PIL ‘Ib eee at te MEE oe ee oe a See : PS61 
Sb00 es 962 2ST i i See ae i Roe ee PACES RE ~~ “Sc6 
0900 * a a £2L ‘EFI Eee Peper ion oe : of en Zc61 
Sg 0900 ° a tg > Gov: {|o838% =| wer +" : 7 Pete * my eo : “1861 
0900 * su : ay : : ae oe , 4 eas : : as Pena eee “0861 
ono :(spunod) [10 paasuozj0g 
0900 = t | : : | “6061 
0900 8961 
O900 ) 
00 | 61 
O400 | | G6 
8ROO | | | iT 
| £S61 
61 
£69 “9 | C6 
668 'E ~~“ O861 
sjiun {o spUDsNOY] sjiun fo spunod) S1oT UT] U0OdD 
SPUDENOY,L SPUDsENOYL | ponulu0g sdo1o pley 12410 
| I | 
) un | A S809 {yQuen% | onpBa ys Ayjuen® | o1RkyY {plied JO ,uVI0g 
1800 pap.100a} iad agey | og ouns 
peps0o01 | pepuo | IvaA-doi0 put 
*‘uolqe10d |" Ivodh usveul JO yan ‘AQIpoUullUO,) 
“SUBRL | > oune [Bosl, 
] pu saus0 1S7NO suBO'] og ouNs A1OZUBAUT UT | sjeAd] Jaoddng 






mUunUudD 09-1961 supah poosyf ‘$7800 u01jn).10d SUD.) pun 9601098 ‘sburpjoy DOOD UO dIDP pajaajas puv EG-0GE sinafi-douo ‘ 72047 240d dns-a9t J 

















































































i 
i 
| ™ . Se a a 
oe nae raetan 
oe : a : , ae 
See ® s : ; ae nn 
| i . oy ‘* : siete es OS6I 
| | | :(spunod) ieyoyy 
es | "Eee ae hid a 1g61 eo Nts aa 
| | (QyZIeMpeipunyg Jed) saoyxy 
8 8 6L100° apie ae 3 | a) lO et So el tack oe ____ 0861 
G6Z —iseeee | OU ee eye a 668 ‘S | 208 ‘S | Zg6r ay ee a ke 1961 
$16 so------- — ee yoonso>* OST “OF | TIF ‘OF | 1961 : OS61 
| o1 :(Suezop) sa3q 
| :sdoio 
prey uBeyy JsyJO seTyIpoumM0D 
192 ‘28 110912 eae IS ‘26 ‘I | < 0961 “-""" "6661 
O10 ‘e¢ 0G6 ‘LL a ee | TZ ‘9E0'9 | : 2 “ ---- 906] 
B OLE ‘O9T IZL “10F it ae 649 “12S 'T 5 LOS *8S0 °S - 1861 
002 ‘89T 116 ‘9Se * ORE ‘296 “T z | £90 ‘S10 °S | ----906] 
oD Z8Z ‘OLT 290 ‘198 i) i a | SEZ ‘RES ‘S | 9861 Cpe. See In ee ge CS6I 
869 “ZZ OFF “OIE a" €E1 169% re. | LST Sap be |” Sg6l : 4 : ~~" "$61 
Z08 ‘18 062 ‘212 ere Se | ¢zg ‘coos | $961 . £961 
120 ‘99 San “Tera 612 ‘8z6‘T | $o61 : - es ~~~" @g61 
SOL ‘bP 6LL 19 | awe | | 199866 |” ZS61 : . ee -<----T0g7 
oes ‘19 b29 ‘601 —— 260 ‘FEE | | $8 ‘PIE ‘T | IS61 : eaarse ----- 908] 
| | ‘SdoJd ppPsy ‘1830 
- os =. es baer | 161 10 1 0°09 “OS6T :(JeYSNq) sx07VI0g 2 
: ; : . . “| 2 0961 : ; mere ‘Lode eae aa 
- eases , a : ‘7 6961 | F , i ; ger | 
: a . . | ee | soa RS6I ¥ ? 7 E < “Tr 
7 -- peeereie --=-- | oo] 1S61 - - : o 
oF Boas ee cas: 9961 eg . ee : i. ~ 
g 9II a . 1e9 ‘€ 199 ‘SZ | gc6t : is aaa : & 
£6 619 oF Clz 096 *F 9RO “SE S61 (9) . 
Ol 098 ‘I $1Z | 106 2 | 919 ‘61 | 16% ‘S | oer | : Ss 
£90F 0” OFE ‘I 606 “61 IZE ESE ZS61 f - | 
18) I 9 829 ‘OOF S61 ee a ~~~" 0861 eo 
:d01d J@AOD JOJULAA 1° 
erewere-ee|--erecee--- 900° a ee ane oe ae ee oe Sao 2 O96T hay Page ea ee hee Nae ee ST Dog ee ee a * 
SSreres <sieoee 9£00 * tee att ee ee eo eea « Sia eo 6961 Ai itminiar yids 6 i apeeem ise ak yy Erg sap aareisatie “S61 Nes 
— 9¢00° Ath ee ee ce | S8S6I ieee dy s. : 53 ae a ms LS6I 
€ aiasows 19 | 2961 serene ie eer ere esie i ce E sen “9961 
£Y . a Olt ’9 | 9s6I ether eee — “ - CCél 
Rl STE “6% | ce6l Py, 5 P61 
| | | — en | T80 ‘22 i ae. . aa : or ec6t 










gbO “Sy 


7) | (6 | (s) . Soar re 





sul 


ponurnuog 








| #910" | 
£FIO° ees 


O00 * 
O800 * 
O800 * 
O800 * 
OS00 * 
LLO0 * 
9L00* 
9200 * 
OL00 * 
0200 ° 


8SIZO0 





ES10° 
Z£Z10° 


L£LT0" 





gg 














O9-J] 6] savah ]dosyf ‘ 


| 610° ee cS 


SPU DS nNO“L 


OnyRA ISO 


¢ 








sun fo 
Lpsn¢ UL 





AqNuena 








if 


IpuRjsino suBo’y 


7802 UO1D 40d su DL) pun 


ren 
869 


PPL ‘PO 
12% 
bb 


£28 ‘IT 
60F ‘02 
I9T “8% 
SGe “62 
£10 ‘ze 
898 ‘ZE 
826 “IZ 
SEO 














LO FE 


Lt? “691 
“POE 
OBF “PST 





fPl 


PLT 
0% 





Or¢g 


spu DSNOY | 


On BA SO.) 





G19 ‘6re 
ZS80 ‘6I1t 


ZOE ‘OPT 
Ogg 


SII 


C6% ‘TS 

290 ‘9ST 
269 ‘9LT 
Leo SLI 
898 “I6I 
692 “261 
[LO ‘OFF 
CSP ‘SZE 
BSR “6 

S80 ‘SE 


‘9T 


‘oy 
Ge 












"8 


S419 
XS 


Flin fo 
sPUDBNOY | 


fq uene 


Of OF 9uUN LF A109 @AUT 


ID DLO) ’ 





£961 | 
2961 | 
IS6I | 


O96 
6961 
8S6I 
ZS6I 
9S6I 
S961 








“SDU 1p] 0y DOOD uo D)] Dp pajo a8 pun 69-096] 





oy 





0°98 


0°09 
0O'OL 
0 
0'OL 
O°OL 
0'OL 
0°OL 
0°OL 
0°09 
0°09 





Aqtied jo 1U90.10 J 


S]PA9] Juoddng 





2961 








9°61 
Se61 
£961 
ieee ee 
ee Ig61 
oe ~~~ ""OS6T 
:(spunod) 9 00 
pe 6961 
F eee: 
te 
en 
- SS6I 
= bo6I 
= eS6I 
— S61 
on IS6I 
~~~" “OO6T 


-(yst0 ‘“Poipuny) pelp 


| ‘y[rar 


“SULINORINUB AY 





o FS6I 
£S61 

~~ “8G61 
z [S61 
OC6I 


‘(spunod) qey10))ng 


Plog 


‘78J197)Nq pur MIL 
a eee 6961 
8S6I 
LS6I 
9°61 





PS6I 
£o6I 





*(spunod) Aauoxy 
benuyu09g—sdo.10 


uByy 4aqjo Sel] poulNI0D 


Ivaf-doio pue 


| ‘@Msvanr jo yon ‘A}Ipourmi0g 


| 
| 





Sivahi-dosa ‘ [9aa] j0ddns-anr47 











ZL0 
Z00* 
00 
Z00 
Z00 * 
Z00 * 
200° 
200 
200° 


NID 


t~ = 


9E00 * 
YEOO * 






9EOD * 
UF : 









wo 











NZ 
SZE 
8Z60 





&L10 
ZL10 
L100 
t ZL10 

ZL10 







O&¢ ‘1 
qy 
9S8Z% “T 


PSIO 
ePlO 
£FIO° 








OT 
6 


tI 


soe 
$26 
IIt 


t 
£L 
I 





L0L Z 
198 ZI 
62E 'e 


OFS 
ese 


OLF 
OPS 
O€¢ ‘FI 


PbS “0% 





CELE 





cey “9g 











6oL 
oY ‘TI 
[St 





Z10 ‘9 
LbO'e 
YES 'E 
IST ‘I 
ILE °8 


Lge ‘I 











bel ‘PO 
12% 


bP 











ZOE ‘OPT 
09g 


SII 











O96T 
6°61 
SS6I 
LS6I 


SS6E 


























C61 
PS6I 
£°6T 
261 t og 
Ic6I 
1 O96T 
0¢ 
og 
I¢ 
Zo6I og * 
9S6I Fi 
6h 
8 
ag 
64 
sb 
Le 





IN 


a 


wT P+ t+ ts Ps Ps te Isis 








ge “d “9G B1 JO pus ye $9}0U}O0} dag 


suc 





) euTjuedin gy 
6°61 
RCH 
L£S6I 

‘61 

C61 

#961 

£c6l 

2961 

[S61 

O61 

Y) ulsoy 

S01078 [PABN 

S6I 

8U6I 

L961 

9e6I 

Sg6l 

aT 








IYZIIM Pap 








S61 
oe ICAT 


\ \ 1 | i | | qaoddns-sor1d = ye ‘TBO, 







































































poseesesenpunnneanianieeieisnese = —— mma — 
8f > 9 veep eas aeae a ZOZ ‘SzI |--- =e 1 0961 osm em | i acne | = ane eee 
919 'T a) Pee Sewer per es ee re=Aeo=> an pretesracsreres= reese Pee eerrn arate te eer Pe reer: SS6L 
£2 ae See te tere ““""| B98 ‘9ez re? oe. ae eS eRe Sas sneer ae eee ees oak pee 
p20 ‘8 £9 Se en eee ~-~~| $69 ‘OST Seer SE Presper eee eee Se ere ee : _. 2961 
EZ Rese ae ees ones ae Ee i eee, | pecse ss 272 SoC reee ate ’ ee eee S361 
as 06 ope SeSeee rane Serres ==<"""1 S25 OO Seren eae Gl | Si enaenseameaeee ti |: Se et eee __ #861 
S19 , ages ate eae eee SRL ‘2 are $961 eprerhrerer ss Senet EPae Seer ee ee we £961 
PSL ee Pe Re , “SS"h ofan Br asrees ets Soren tere: =" Se te nee eae as S61 
910 °S Se et en ee ee. ‘eee rrrst) geet eee see eee eee ee ee Bae ; IS61 
992 % Ree ns seee reer —=—""KGE ge. 5 iota renee ager ipecee : =a oe ee ee ea > Oe 
S8T} 1 pOwWUuIoD 49430 Ily 
Se ars ~ =o 210° eine’ ee = = ae ee eae rt |" y F | 1 O961 0 88 eee 
et ae ; SZ10° Ree ee ae ore re |" oe 6S61 0 $6 ones 
IZI 861 ma Fes earereers = “rar geesene “---1  SC6T 0°10! 
OL SOT 'T | $é10° — 006 ‘0z | 691 ‘TE | L961 : 0 ‘901 : de 
6L 290 2 OTTO" Rataeee 296 ‘bL TL ‘UIT 9961 0 ‘901 ; 
Z0l 068 ‘T | ee” 7s" 090 ‘201 ‘ZS 0 06 - : 
8EZ 928 ‘I | OLLO £62 ‘TT ‘ ZE9 ‘ER | 981 ‘6IT 006 : 
z 1tz$ | orto" | 0106 | 168 ‘81 929 ‘99$ 69% ‘O0T 0°06 eS61 
O10" [80 ‘S$ | 681 ‘2 0 06 IS61 
cI$ | O10 0$ |” es 006 -- OS61 
| } (spuuod) [OO 
ae p ; ra P F | 10961 0 “£¢ 6561 
| | : } | 6961 68 “ES J 
co . Cy ae 8961 £1 ZS 
oo . |} 2961 92 ‘£9 ; 
oo : | | | 9861 90 “IS 
; a oe ene ser S sates "“"") — GC6T 96 "FS 
: | $961 88 £9 
. | ; ““""| $S6T 02 “L9 
cae |" ae 02 "29 | tee 
we =e "22" [eSESs aeererery “me 1°61 00 “g9$ ~~ OS61 
spuvs | spunsnoyy spuUDsNoY, | snun fo | spupenoyy snun fo | | suo}) Synu Suny, 
-noy.L | spupsnoy, | spuvsnoy,y, | | panulyuo0g—sdoo 
| : | pley uy} Jey.O Soy] PouruIO,) 
i wr ne a ae oe 
| | ((enuue) | 
1800 qyun ON[wA JsOg | Ayjuens | onypea ysog | AqueNn> | Oey Ayied jo yu9010g 
ys00 | peps00ey =| 10d 0387 | |} OF GUNS | 
pep.0de. | | | pepue | | IvaA-d010 PuB 
*uol7e110d | =o omen Ivo’ er eee |} 9insBoul JO Jun ‘AJIpOUIMIOD 
-SUB.LL og suns | [Bost y 
SUT[pUuvY PUB 84B101¢9 ZuIpuejs}No suBo’y Of OF PUNL A1OQUDAUT s[9Ag] yJoddng 





penuljuo)—Og-] G6] sivafi poosy ‘s}809 uor1njiodsuns) pun abn10}8 ‘shurppoy DOO Ue ojop pajzvajas pun 


69-096] savafi-dows ‘sjaaq JL0ddNS-3924¢] 








387 


"SI 


612 “9F 
FEF POT 
ORS LLT 
Z8E “OST 
969 “LST 
$66 “LET 








se 
919 ‘T 





un 





9OF L222 
) 18t 

CO “BOF 
16k “P9E 
L80 “PLE 
OF6 “ZEE 
9C8 “GEEZ 


| 














06 
6I 


7° 


ul poyIOdal Ft 





uB}sjno suLvol P 





“brs ‘TI 
ZIG RPE 
GGL PL I 


6Z8 "996 ‘T 














‘Aqyied Jo Jus0Jed 0¢ ‘S8AI[O poysTYH 9g) 
*Aqiied Jo Jusdsed FF SOAT[O POYSNIH ¢y 
“Aqued jo Jusosed gE ‘auTyUEdINY, 9) 
‘Aqylued Jo qusds0d 6g ‘und vuld 8pllO er 
{ylued Jo yusvosed 06 ‘uINs suld apnip 
‘£ytred Jo Jusodl0d ‘ulsoy 1 
JUDAUI JOJ $339 potip Jo AyueNey o1 
“00¢ UBY SSB’T ¢ 

















“POZ 
92 ‘002 
. "| OF6 ‘FSF ‘SG 
‘tle ‘¢ 








- 

821 ‘ZL6 “S 

“| £9F 126 'F 
“S99 “f 






1 O96T 
6861 
Rob 1 
LS6I 
9S6I 
cS6I 








6961 


orca? 


1096r | 
| 


‘Ayouva Aue uo Ajtiud Jo yusosed 06 UBYI BOUT JON ¢ 

*$}s00 Zul[puBy [eUIIOU YoYo 07 [eyJUeIayIp oyeLIdoidds snjd o4e1 SiVONpOld , 
“00$ UBT} SSO] » 

“POULULIIJIP JON ¢ 

*yzoddns ON + 

“soyeq Ul de ZUTPUBIS]NO SUBOT PUR £10{U9A UI 09409 jo Aqyyuen? £ 

“UINUITUTYY ¢ 


“0961 “le “UBF OL 1 


ebedipekcnncenia | : : — 


6961 
So6T 
LS6I 
“9c6T 





OS6I 
‘sary pouru 


| gaoddns-oord Il ‘182 

















> 
388 
BORROWING AUTHORITY OF CCC 


Mr. Wurrren. Then, in addition to that, I would like for you to 
state in the record the borrowing authority the CCC has had from 
the date of its creation, the amount of capital stock, and dates of 
amendment and such increases as may have occurred. 

(The information requested is as follows :) 


BorROWING AUTHORITY OF CCC 


Borrowing authority of the Commodity Credit Corporation has been in- 
creased by Congress from time to time as the need has arisen. The original 
capital of CCC was only $3 million in 1983, and there was no specific borrowing 
authority. The act of March 8, 1938, gave CCC its first borrowing authority— 
$500 million—and this authority has been expanded as the tabulation below 
shows. 


P.L. 442-75, Mar. 8, 1938, 52 Stat. 107_- ‘ Bein $500, 000, 000 
P.L. 3-76, Mar. 4, 1989, 538 Stat. 510 = 5 ner 900, 000, 000 
P.L. 759-76, Aug. 9, 1940, 54 Stat. 7S82_- See aces 1, 400, 000, 000 
P.L. 147-77, July 1, 1941, 55 Stat. 498_ 


- 2 ; 2, 650, 000, 000 
P.L. 151-78, July 16, 1943, 57 Stat. 566__-____- _.._..... 8, 000, 000, 000 
P.L. 30-79, Apr. 12, 1945, 59 Stat. 50 lease ee 
P.L. 579-81, June 28, 1950, 64 Stat. 261____ a canta lapse bis cncaicoeeesg, ne 
P.L. 312-83, Mar. 20, 1954, 68 Stat. 30 geet a ee &, 500, 000, 000 
P.L. 754-83, Aug. 31, 1954, 68 Stat. 1047 Sscea dines ae 10, 000, 000, 000 
P.L. 344-S4, Aug. 11, 1955, 69 Stat. 634 peo. ______ 12, 000, 000, 000 
P.L. 864-84, Aug. 1, 1956, 70 Stat. 783- . rn 14, 500, 000, 000 


CAPITAL STocK oF CCC 


The capital of CCC was established at $3 million in 1988. The act of April 10, 
1936, increased the capitalization to $100 million, a level at which it has remained 
ever since. 


PRIOR USE OF LAND IN THLE CONSERVATION RESERVE 


Mr. Wuirren. We also have had a Comptroller General’s finding in 
connection with the Conservation Reserve, showing that approxi- 
mately 23 percent of the land rented had no recent history of actual 
production. It also reported on other deficiencies in this program. 
[ would like to have a summary of the Comptroller General’s report 
included in the record. 

(The information referred to is as follows :) 


SUMMARY 


Significant matters in the report, including our recommendations, are sum- 
marized below. Where appropriate, a page reference is given for a more com- 
plete discussion of the subject. 


Prior use of land in the Conservation Reserve 

Preliminary estimates by the Department of Agriculture show that about 5.4 
million acres, or 23 percent of the estimated 23 million acres under conservation 
reserve contracts, had been devoted to hay and pasture, had been idle or summer 
fallowed, or had a history of crop failure. It is estimated that the payments 
on this land will amount to about $54 million annually, or about $270 million 
over the 5-year average life of the contracts. 

The Acting Administrator, Commodity Stabilization Service, stated the belief 
that the conservation reserve participation of land normally idle, summer fal- 
lowed, or devoted to hay and rotation pasture, is consistent with the intent of 
the Soil Bank Act and brings about a substantial reduction in production. 

The Soil Bank Act establishes an extremely broad authority as to the type 
of land that is eligible for conservation reserve participation, but it is restrictive 
in that it applies to specific acreage regularly used in the production of crops. 
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Rental payments not limited to 20 percent of land values 

In appropriating funds for the 1959 conservation reserve program, the Con- 
gress limited annual rental payments to 20 percent of the agricultural value 
of the land placed under 1959 contracts. We do not believe that this limitation 
was effectively carried out. We believe that the county offices did not effectively 
administer this limitation principally because the Commodity Stabilization 
Service (CSS) did not furnish them with adequate guidelines and criteria to be 
used in determining the agricultural value of the land. Specific guidelines have 
been provided in the 1960 program instructions. 

We found instances where unrealistic land value estimates were used by the 
county committees, where the county committees accepted the applicants’ esti- 
mates of land value, where applicants were in effect encouraged to increase their 
land value estimates, and where annual payments were not limited to 20 percent 
of the estimated land value. 

We are recommending to the Administrator, Commodity Stabilization Service, 
that certain Agricultural Stabilization and Conservation (ASC) county com- 
mittees be required to comply with the regulations by establishing their own 
estimates of land values for 1959 conservation reserve applications which re- 
sulted in contracts and that the county committees be required to adjust any 
contract rates found to be erroneously established in excess of 20 percent of the 
value of the land for agricultural purposes. 

We were informed by CSS that it has referred the cases disclosed by our re- 
view to the ASC State and county offices for review and appropriate corrective 
action. We believe that, based on the results of its review of these cases and 
other information available to it, CSS should determine whether a review of the 
application of the limitation of annual rental payments to 20 percent of the 
agricultural value of the land is warranted in other areas. 


Annual payment limitation of $5,000 erceeded 


We noted a number of instances where, in our opinion, the $5,000 maximum 
annual payment limitation established by the conservation reserve program 
regulations may have been exceeded. Although we did not find such cases in 
every county included in our review, the frequency with which the cases were 
found indicated that the situation was a general one rather than a localized or 
isolated one. 

We called this situation to the attention of the Administrator, Commodity 
Stabilization Service, by letter dated July 2, 1959, in order that the questionable 
contracts could be reviewed before annual payments were made. In this letter. 
we suggested that a thorough review be made by the ASC county committees of 
all existing contracts where the total annual payment to all producers under a 
contract exceeded $5,000, or where the participating farm had been reconsti- 
tuted. CSS is reviewing the questionable cases and has initiated the review of 
existing contracts as contemplated in our suggestion. 


Conservation practice payment limitation negated 


The act appropriating fiscal year 1959 funds for the conservation reserve pro- 
gram provides that no conservation reserve contract shall be entered into which 
provides for conservation practice payments in excess of the average rate for 
comparable practices under the agricultural conservation program. It is our 
opinion that the procedures followed in New Mexico in effect negated this limi- 
tation in that comparable rates under the conservation reserve program and the 
agricultural conservation program were achieved by increasing the rate paid 
under the latter program. 


Errors in computing soil bank base 


Significant errors which overstated the soil bank base and the number of acres 
on which producers are permitted to plant soil bank base crops were made in 
computing the soil bank bases for part-farm conservation reserve contracts in 
North Dakota. 

We are recommending to the Administrator, Commodity Stabilization Service, 
that the North Dakota ASC State Committee review he applicaion of the con- 
servation reserve regulations to the establishment of the soil bank base on part- 
farm contracts by all ASC county committees in the State and that appropriate 
adjustments be made to the contracts in all cases where the soil bank base has 
been incorrectly established. We are further recommending that representative 
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spot checks be performed in other States, particularly where the summer fallow 
practice is common, to determine whether similar situations exist. We were 
informed by CSS that actions consistent with our recommendations are planned, 
Premium payments for whole-farm participation 

Underthe 1959 conservation reserve program, farmers were offered substan- 
tially higher rental rates to encourage them to place all of their eligible land in 
the conservation reserve for substantial periods of time. The farmer was of- 
fered a 100 percent premium on his nonsoil bank base acreage if he would place 
his entire eligible acreage under contract and a 120 percent premium on his 
nonsoil bank base acreage if he would place his entire eligible acreage under 
contract for at least 5 years. 

Producers who had entered part of their land in the conservation reserve 
Prior to the 1959 program were allowed to place the remainder of their eligible 
land in the 1959 program at the 5-year whole-farm premium rate regardless of 
whether the entire eligible acreage on the farm was under contract for a 5-year 
period. We were informed by CSS that the benefits of this whole-farm partici- 
pation fully justify the increased payments rates. 

We are recommending that the conservation reserve regulations be amended 
to permit the payment of whole-farm premium rates only where no crops are per- 
mitted to be grown during the period in which the premium payments are made. 
We were informed by CSS that this matter will be considered for any future 
contracts that may be authorized. We are further recommending that the Sec- 
retary reconsider the necessity for the payment of premium rates on fallow and 
other nondiversion acres. 


Incomplete contracts signed by producers 


Seventy-three contracts in Vernon County, Mo., containing only a part, or none, 
of the information required to be shown on a contract were signed by the pro- 
ducers in the last few days of the signup period. Each producer who signed a 
contract also signed a statement to the effect that he understood that the avail- 
ability of funds would determine whether the contract would be accepted or can- 
celed by the county committee. 


Economic impact 


Conservation reserve participation in Bottineau County, N. Dak., has re- 
sulted in an adverse economic impact in certain trade areas in the county. 


Participation of land leased from States 


Land leased from the States of New Mexico, Texas, and Colorado at low 
lease-rental rates is participating in the conservation reserve at substantially 
higher rates. In view of the low lease-rental rates paid by the lessees, we be- 
lieve that consideration should have been given to reducing the rates paid for 
placing this land in the conservation reserve. We were informed by CSS that 
the purpose of the program is being fulfilled regardless of land ownership. 

The Department announced on July 16, 1959, that land owned by the States 
will not be eligible to be placed in the conservation reserve program in 1960. 


Ineligible land placed under contract 


In Bottineau, Divide, and Williams Counties, N. Dak., our tests showed that 
proper deductions had not been made for noncropland located in fields placed 
in the conservation reserve. Corrective action on this matter has been instituted 
by the ASC State office. 


Allotment crop plantings not required to be reduced by part-farm contracts 
Part-farm conservation reserve participants are not required to reduce their 

plantings of allotment crops. For example, despite the fact that wheat con- 

tinues to be the largest single surplus crop, farmers are permitted to place acre- 


age in the conservation reserve and retain sufficient acreage to plant their entire 
wheat allotment. 


Irrigated farms given substantially higher productivity indexes 

In three New Mexico counties, irrigated farms were given substantially higher 
productivity index ratings than were nonirrigated farms. The productivity 
index is used in establishing the maximum annual payment rates. The instruc- 
tions contained in the County Conservation Reserve Handbook do not indicate 
what basis the county committee should use in establishing productivity indexes 
for irrigated land. We were informed that the productivity index on irrigated 
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land should be established without recognition of the increased productivity 
due to the availability of irrigation water. We were informed also that usually 
only the more productive land is irrigated. 

The 1960 program instructions indicate that irrigations should be disregarded 
in establishing productivity indexes. 


Lack of authority for contract signatures 


In two Missouri counties, a number of contracts had been signed by persons 
other than the person shown as the contracting party. No authorization for 
such signatures had been retained in the county office records. 

We are recommending to the Administrator, Commodity Stabilization Service, 
that instructions be issued to ASC county offices requiring them to retain copies 
of powers of attorney or other authority for persons other than parties to con- 
servation reserve contracts to sign such contracts on behalf of the contracting 
parties. CSS informed us that consideration will be given to our recommendation. 


DEPARTMENT’S COMMENTS PERTAINING TO PRIOR USE OF LAND IN THE 
CONSERVATION RESERVE 


Section 107(a) (1) stipulates that land eligible to participate in the program 
is acreage “regularly used in the production of crops (including crops such as 
tame hay, alfalfa, and clovers, which do not require annual tillage).” 

It is the opinion of the Department that an erroneous impression is created 
by your statement relative to the estimated annual payment cost of the acreage 
in the conservation reserve normally idle, summer fallowed, or devoted to hay 
and pasture. You estimate that 23 percent or 5.4 million acres of the 23 
million acres now in the conservation reserve represents this type of land for 
which an annual payment of $54 million is being made ($10 per acre). The 
statement that 23 percent of the acreage in the conservation reserve is normally 
devoted to these uses is not contested. However, we believe it is a misrepre- 
sentation of the facts to imply that the retirement of this acreage will not make 
a significant contribution to the reduction of the excessive supplies of agricul- 
tural commodities. 

For instance where summer fallowing is practiced, a considerably smaller pro- 
duction would result if the land were not summer fallowed in the year prior 
to the growing of the crop. In many instances a crop cannot be economically 
produced without summer fallowing. 

Provisions in the Soil Bank Act require the inclusion in the conservation re- 
serve of land normally devoted to tame hay. The retirement of land devoted 
to tame hay certainly contributed substantially to a reduction in the production 
of livestock and livestock products. In general it can be said that the produc- 
tion of hay is absolutely necessary in connection with the production of live- 
stock products. 

Land devoted only to pasture (permanent pasture) is not eligible to be placed 
in the conservation reserve. It is true that the occasional pasturing of land 
devoted to tame hay does not disqualify this land for inclusion in the conserva- 
tion reserve. This is a customary part of the cropland rotation pattern on 
many farms under which it is economically efficient to graze the residual hay 
stand for a year or two before the return of such land to corn, or other soil 
bank base crops. 

Idle land is not eligible to be placed in the conservation reserve unless it is 
used for the production of crops in the normal rotation pattern on the farm. 
It is true, the year in which such land would be idle in the rotation pattern on 
the farm that no production would result from such acreage that year. 

However, in the years of the rotation pattern in which it is used for the 
production of crops normally grown on the farm there can be no question but 
that substantial production would result from this acreage over the rotation 
period. 

Therefore, we believe that inelusion in the conservation reserve of land 
hormally devoted to these uses brings about a substantial reduction in produe- 
tion, and to include such acreage is consistent with the intent of the Soil Bank 
Act. Of course, the annual per-acre rates of payment being made for conser- 
vation reserve acreage would not attract very much acreage to the conservation 
reserve program if the eligible land was limited to that specific acreage which 
was normally devoted to a specific commodity. 

It is true that the Soil Bank Act establishes an extremely broad authority as 
to the type of land that is eligible for conservation reserve participation ; how- 











ever, it is restrictive in that it applies to acreage regularly used in the produe- 
tion of crops. We believe that the accepted interpretation of “regularly used,” 
applies to all cropland included under the established rotation pattern for the 
individual farm. It is true that all such land is not devoted to a cultivated 
crop each year of the rotation period, but it is normally devoted to some type 
of crop which may include grasses, legumes, rotation pasture, etc., from which 
a crop is generally removed by livestock or mechanical means. As a result all 
cropland included in the rotation pattern for the farm is in our opinion “regv- 
larly used” within the meaning of the term “acreage regularly used in the 
production of crops.” It should be noted that the definition of cropland as it 
applies to classification of land placed in the conservation reserve program is 
the same definition as that followed in classifying cropland for other related 
farm programs such as allotment, marketing quota, agricultural conservation 
program, and price support. This definition of cropland has been accepted 
and applied uniformly in administering the related farm programs for a con- 
siderable number of years and basically has remain unchanged. 

With regard to tame hay, the act itself, specifically provides for its eligibility. 
However, it should be noted that beginning with 1960 contracts, greater restric- 
tions have been placed on the eligibility requirements of tame hay land. The 
definition of “tame hay” has been revised to provide that before such land can 
be eligible for participation in the conservation reserve program growth from 
such land must have been harvested for hay or silage during 3 of the 4 years, 
1956 through 1959. 

We believe the Department has authority under the act to include all the land 
which has been described in the regulations as eligible land. As a practical 
matter it could not be less since hay, cropland pasture, idle land, summer fal- 
lowed land, and crop failure are all real and ever-present factors in farming and 
have been so recognized by all agricultural authorities, including the Census 
Bureau of the Department of Commerce. In fact, the Census Bureau includes 
in its total cropland statistics not only all of the above land uses but some 
additional ones not made eligible under the conservation reserve regulations. 

The preliminary estimates by the Department from which data shown on page 
3 of the report apparently were derived, show that there are 5,456,000 acres in 
the 1959 conservation reserve devoted to hay, pasture, idle, fallow, and crop 
failure uses which represents 23.5 percent of the total reserve acreage esti- 
mated at that time. If the 1954 U.S. census ratio of these five land uses to total 
cropland for all farms in each State is weighted by the conservation reserve 
acreage for 1959 in each respective State the indicated national weighted aver- 
age thereof is 41.1 percent of the comparable total cropland. This clearly indi- 
cates that the proportionate part of the conservation reserve acreage devoted 
to the five land uses which are questioned is only slightly more than half as 
high as it would be if absolutely average land had been placed in the conserva- 
tion reserve in each State. 

Even when absolute census totals are used (that is, if the five land use 
ratios are not weighted by conservation reserve participating acreage) the U.S. 
ratio of the five land uses to total cropland for all farms is 40.2 percent which, 
contrary to the view taken in the report, shows that land under contract is, 
in fact, highly selective in this regard. One major oversight is that hay and 
pasture produce livestock and livestock products just as surely as do corn or any 
other grain crop. While the conservation reserve impact on surplus production 
of meat, butter, cheese, powdered milk, and other livestock products supported 
by the Government cannot be measured as accurately as for the grain crops 
nevertheless the impact exists in a very real form. 


EXPORT PRICES FOR COTTON 


Mr. Wutrren. We have another Comptroller General's finding that 
last year the failure of the Department to offer cotton competitively 
in world markets was in violation of the law. I think it would be 
well to put that in the record at this point. 

(The information referred to is as follows :) 
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COMPTROLLER GENERAL OF TILE UNITED STATES, 
Washington, April 6, 1959. 
Hon. JAMIE L. WHITTEN, 
Chairman, Subcommittee on Department of Agriculture and Related Agencies, 
Committee on Appropriations, House of Representatives 

Deak Mr. CuarRMAN: For your information we are furnishing you herewith 
comments on a review of 1958-59 export sales program for cotton, Commodity 
Credit Corporation, Department of Agriculture. This review was made to 
determine whether the program has been administered in accordance with 
applicable law. 

These comments are to be included in a report now in process on our work 
on Commodity Credit Corporation which has not been submitted to the Corpora- 
tion for its comments. Pursuant to your discussion with representatives of this 
office on January 26, 1959, however, the results of this review are furnished you 
at this time. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Competitive world prices have not been maintained 

Prices at which Commodity Credit Corporation has made cotton available for 
export for the 1958-59 marketing year have been maintained at levels in excess 
of competitive world prices. This action, in our opinion, does not comply with 
Le requirements of section 208 of the Agricultural Act of 1956 (7 U.S.C. 
IS3). 

Section 203 of the Agricultural Act of 1956 provides in pertinent part, as 
follows : 

“In furtherance of the current policy of the Commodity Credit Corporation 
of offering surplus agricultural commodities for sale for export at competitive 
world prices, the Commodity Credit Corporation is directed to use its existing 
powers and authorities immediately upon the enactment of this act to en- 
courage the export of cotton by offering to make cotton available at prices not 
in excess of the level of prices at which cottons of comparable qualities are 
being offered in substantial quantity by other exporting countries * * *. Such 
quantities of cotton shall be sold as will reestablish and maintain the fair his 
torical share of the world market for U.S. cotton, said volume to be determined 
by the Secretary of Agriculture.” 

On April 28, 1958, the Department of Agriculture announced that during the 
i958-59 marketing year Government-owned upland cotton would again be avail- 
able for sale for export on a competitive bid basis and that this program would 
be supplemented by a payment-in-kind program to encourage exports from com- 
mercial stocks. Under the payment-in-kind program, exporters of upland cot- 
ton from normal trade sources earn a subsidy for each pound of cotton ex- 
ported. The subsidy so earned must be used by the exporters to purchase addi- 
tional cotton from CCC. August 1, 1958, was established as the beginning date 
for exports under both programs. 

On May 12, 1958, the first bids under the 1958-59 competitive sales program 
were opened by CCC and a minimum acceptable price of 28.30 cents a pound 
for Middling 1-inch cotton at average location was established. On May 29, 1958, 
a’ payment rate of 614% cents a pound under the payment-in-kind program was 
announced. The announcement also stated: “The rate of 644 cents per pound 
Will be effective until changed and will be subject to change without prior no- 
tice.” [Italic added.] At the time of our review, February 1959, neither the 
inimum acceptable bid price of 28.30 cents nor the payment-in-kind subsidy 
rate of 6% cents had been changed since they were originally announced. 

Through February 2, 1959, the Department of Agriculture had announced the 
following transactions under its 1958-59 cotton export program: 

Bales 
Sales by competitive bids Re pe oe 8 tra Sie ge ed) peak 1, 941, 287 
Registrations under payment-in-kind program. ._.---_----____-_____ 232, 525 


Total eam aebanbedees Sea i ceil - 2, 173, 812 
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Recent publications by the Department of Agriculture state that U.S. exports 
are not likely to exceed 3.5 million bales in the 1958-59 marketing year, compared 
with 5.7 million bales in 1957-58, and that world trade in cotton is estimated to 
be 13.1 million bales, a decline of 1.1 million bales from the 14.2 million bales 
exported in 1957—58. Based on these statements the decline in U.S. exports during 
the year will be approximately twice as great as the decline in world exports. 

While the prices at which CCC has made cotton available for export have re- 
mained fixed, world market prices have declined according to publication of the 
Foreign Agricultural Service and the Agricultural Marketing Service of the De- 
partment of Agriculture. The November 1958 issue of “The Cotton Situation,” 
a publication by the Agricultural Marketing Service, stated in part: 

“Foreign spot prices have declined sharply in recent months and in October 
were well below the 1957-58 average. * * * Landed prices, ¢c.i.f. major import 
markets, clearly indicate that nearly all higher grade foreign growths are cur- 
rently priced below comparable U.S. qualities. This reverses the situation 
which prevailed during most of the past 2 marketing years. Except for the 
lower grades, U.S. export prices currently average above a year ago.” 

A February 1959 publication of the Foreign Agricultural Service entitled “For- 
eign Crops and Markets” states in part: 

“In recent months, most importing countries have shifted substantially from 
U.S. cotton to lower priced foreign growths.” 

In our opinion, the failure of CCC to make cotton available for export at 
prices competitive in the world market is contrary to section 203 of the Agri- 
eultural Act of 1956. 


Need for determination of “fair share” export volume 


Since the enactment of the Agricultural Act of 1956, the Secretary of Agricul- 
ture has not made a formal determination of the volume of exports necessary to 
maintain the fair historical share of the world market for U.S. cotton. To com- 
ply with the intent of the act, we believe that the Secretary of Agriculture should 
make a periodic determination of the volume of cotton exports necessary to 
maintain such fair historical share. 

The conference report on the act (H. Rept. 2197, dated May 22, 1956) states: 
“The Secretary has indicated that he considers 5 million bales to be the fair 
historical share based on the present level of world trade in cotton.” The legis- 
lative history of the act shows that the fair historical share of exports should 
increase as world consumption of cotton increased. It follows, therefore, that 
the fair historical share would decrease if world consumption of cotton de- 
creased. For this reason we believe that the Secretary’s determination of the 
volume of exports necessary to comply with the act should be made periodically. 
We believe that this determination should be made at least annually to give 
consideration to changes in world trade and to establish a sales objective for 
the Sales Manager of CCC. 

Export program for 1959-60 marketing year announced 

On February 4, 1959, the Department of Agriculture announced its cotton ex- 
port program for the 1959-60 marketing year. The announcement states the 
competitive sales program will not be continued after August 1, 1959, that the 
payment-in-kind rate will be increased to 8 cents a pound for cotton shipped on 
or after that date, and that the rate will be subject to change without prior 
announcement. On February 5, 1959, the Department announced that the com- 
petitive sales program would be reinstated if the payment-in-kind program, with 
reasonable export payments, does not prove effective. 


COMMENTS OF THE DEPARTMENT ON GAO FINDING THAT Export PRICES FOR 
Corron Have Not BEEN COMPETITIVE IN THE WorLD MARKET 


The Department does not agree that the requirements of section 203 of the 
Agricultural Act of 1956 have not been met. For the 3 marketing years sub- 
sequent to the enactment of this legislation, exports of cotton will have averaged 
over 5 million bales per year, which is in excess of the amount indicated in 
the legislative history as being considered the historical share of the world 
market for U.S. cotton. Also, in testimony before the subcommittee of the 
House Committee on Appropriations for 1960, Mr. Robert L. Farrington, General 
Counsel, U.S. Department of Agriculture, made the following statement: 

“Well, I just wanted to make the point, Mr. Chairman, that the word ‘an- 
nually’ doesn’t appear anywhere in this section that we have been referring to 
and if the Secretary finds on the basis of the sale of some 15 million bales 
of cotton in 3 years that he has reestablished and maintained the fair historical 
share of our market of cotton, I think the statute has been complied with.” 
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The Secretary and other officials of the Department also discussed this subject 
at some length before this subcommittee. This testimony is found in part I of 
the hearings, pages 8 to 28. 

Mr. Wuirren. I repeat I do not subscribe to the Department’s view 
and I do not believe any lawyer would. 

Mr. McLatrn. May I raise a question, Mr. Chairman? In regard to 
the Comptroller General’s observation on conservation reserve, , would 
it be agreeable to you for us to indicate our feeling on the situation 
immedi: itely following that insertion / 

Mr. Wuirren. Mr. McLain, you can give us your oral statement as 
to what is involved in it and feel free to amplify it. I certainly want 
the Department to have an opportunity to presents its views. 

Mr. McLain. The only difficulty is, and I just raise the question 
because lots of times people read parts of this and don’t read the whole 
record. 

Mr. Wurrren. I will be glad to permit you immediately following 
to place your statement, because Lam not tr ying to preclude anything 
involved in it. 


CHANGES IN LEGISLATION 


Mr. McLain, last year we asked the Secretary of Agriculture to 
submit to the committee a statement of all the changes in law that he 
felt were essential and he graciously supplied the committee with such 
a statement. I believe he said he had approximately the laws that 
were needed, except with regard to wheat. And I notice recently 
where, in connection with wheat, he is suinichinest tia at we ought. to do 
something there like we have with corn. I read later statements where 
the Department said it went along with this Cotton Act. But in 
checking your report, Mr. Berger, 1 notice that under this new cotton 
law, where we are supposed to be writing it because of production 
problems, you state that there has been a 53- percent increase over the 
6.8 million bales on which loans were made in 1959. It strikes me 
that the new law certainly isn’t doing anything as far as keeping cot- 
ton from going into the CCC. I notice at the ‘bottom of page 16, you 
say that under this law which the Department thought so good last 
year, and which you recommend as a pattern for wheat legislation, 
acquisitions of grain are heavier in 1960 because of a 384-million 
bushel increase, up 146 percent, in corn loan forfeitures, principally 
from the record 1959 crop. 

Now, if this cotton law is having that effect, and then this corn law 
has had that effect, and then we find the Department recommending 
that we pattern the wheat bill after the corn law, I just wonder where 
We are going to end up unless it be that somebody 4 rants to just over- 
produce to the point that the whole thing will fall in and get rid of 
the farm program entirely. This is not said in any manner of finding 
fault. The legislation has been passed by the Congress, 

Mr. McLain. Could I comment, Mr. Chairm: nt 

Mr. Wurrren. The handling of it has been by the Department. 
The story here shows what CCC has. According to one of your state- 
ments here, all the foreign countries are getting in on it, warehouse- 
men are doing very much all right, railroads are hauling, and farm- 


ers are being | blamed for all their take. What are we going to do, 
Mr. McLain ? 
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Mr. McLain. The good Lord, of course, has about as much to do 
with the total production in this country as all the laws, the Congress, 
or the administration of any law. 


CORN LEGISLATION 


Mr. Wurrren. The good Lord did not recommend this corn bill and 
the good Lord did not, according to your own statements, increase the 
corn production per acre, since production per acre continued at the 
same figure. What happened when you took off the controls and gave 
them price control? They pk anted over 11 million more acres, We 
tried to tell you that last yea 

Mr. Anprrsen. Many of us who seemingly knew more than Mr. 
Benson did about that particular bill argued that all-out production 
of corn, at whatever price support might be placed on it, would be 
ruinous to the corn farmer. It has turned out exactly that way. I 
could not see for the life of me how after that particular bill was 
passed, made law, the next day the Secretary came out and said it was 
a splendid piece of legislation. He still maintains it is the right kind 
of farm legislation. 

Mr. Chairman, that particular law was lamentable and if we follow 
anything like that as a pattern as to what to do with wheat, to turn 
wheat, production wide open, [ think that just as you have i. that 
eventually what will happen is that the whole house will come down 
and the whole program will go out the window, 

Mr. Wuirren. This comment comes after I have put these tables 
in the record from the Department which show how the production 
has gone up as prices have been reduced. And this corn situation that 
we have in the current year leads me to wonder how in the world 
your Department can recommend that same kind of program for 
wheat 

Mr. McLain. Could I say a few words ? 

Mr. Anpersen. And now—yes, proceed. 


COTTON LEGISLATION 


Mr. McLain. Let me say this as far as corn is concerned—let us go 
to cotton first. In the first place, the cotton legislation, Mr. W hitten, 
the dual system which, of course, accounts for the increase in the 
amount of cotton that goes through our hands, was not done at our 
initiation at all. We accepted the cotton legislation and the record 
of the hearings before the House and Senate Agriculture Committees 
will show this, 

Mr. Wuirren. I did not intimate that this originated with you. I 
think it was unsound myself and I understand it had that effect, but 
the Secretary last year, when we asked him to go over these laws and 
tell us where you aoe a new one, said: “We are all right on cotton 
and corn. We need legislation in wheat.” What I am saying is that 
what we have done does not seem to be keeping it out of the hands of 
the CCC. Whatever the benefits are, according to your statement it 
has not had that benefit. 

Mr. McLain. Again, in this 2-year interim it will not keep the 
cotton out of CCC hands. That is not the reason we were for the 
program. We accepted it, and this is what the Secretary tried to tell 
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you, because it will get us started in the direction he thinks and I 
firmly think we ought to go. 

Mr. Wurrren. Which is that? 

Mr. McLarn. Going back to 1958 again, let us remember this, and, 
this ought to be in the record, in 1958 we raised more by 11 percent 
than we have ever raised in the history of this country before on the 
smallest acreage that we have had in production in 40 years. 

Mr. Horan. Cotton? 

Mr. McLarn. All of the commodities we are talking about. 

Mr. Wurrren. That is where the good Lord did it, if you got more 
per acre, but manmade expenditures bought more fertilizer and 
better seed. 

Mr. McLarty. You are exactly right... A lot of people would like 
very graciously to forget this. It is the truth; it ought to be recog- 
nized because we had pretty good weather all over all of the belts 
and w romaine we are going to have this ever y year from now on, if we 
do, we are in serious trouble with all of these. 


CORN AND WHEAT ACREAGE 


If I could make a point, let’s remember this: That the planted corn 
acreage, When we have had allotments was little different than when 
we did not have them. I would like for the record here to put in a 
table which I had prepared for us before another committee, which 
shows the production of planted corn since 1938 every year up until 
this year. 

(The table referred to follows :) 


Acreage data for corn and wheat, 1938-53 


{1.000 acres} 


Wheat acreage All corn acreage Corn compliance 
with allotments 


Year | Number | Allotted | Har- | 
A llot- Har- | of coun- | in com- | Planted, | vested, Percent | Percent 
ment | Seeded vested | ties in mercial United | United of farms | of acres 
| commer- area States States 


| | cial area 








1938 _. 62, 500 78, OS1 69, 197 566 10, 491 94, 473 92, 166 (1) ( 

1939 55, 000 62, 802 52, 669 586 41, 256 91, 639 88, 279 ( 

1940 | 62, 000 61, 820 53, 273 599 36, 638 RS, 692 86, 429 (1) (‘) 

1941 62, 000 62, 707 55, 935 623 37, 300 86, 837 85, 357 ) (a 

1942 55. 000 53, 000 49, 773 623 41, 338 RS, SIS 87, 367 (‘) (‘) 

1943 55, 000 55, 984 51, 355 623 2 43, 423 94, 341 92, 060 

1944 (3) 66, 190 59, 749 ( ( 95, 475 94.014 

1945 (3) 69,192 | 65, 167 | (*) ( 89, 261 87, 625 

1946__. ) 71, 578 | 67, 105 () (*) RS, SUN 87, 5S5 

1947 (3) 78, 318 74, 519 (3) ( 85, O38 82, S88 

1948 (3) 78, 345 72, 418 (*) 52 84,778 

1949 (3) &3, 905 75,910 | (8) (*) 86, 738 85, 595 

1950 72, 776 71, 287 61, 607 | 837 46. 247 82, 859 81, 818 

1951 2, 78, 524 61, 873 @ 83, 275 80, 729 

1952 78, 645 71, 130 ) (3) 82, 230 80, 940 

1953 78, 931 67, 840 (3) ( 81, 574 80, 459 

1954 62, 539 54, 356 R34 46, 996 82, 185 80. 186 40. 2 29.9 
1955 58, 241 47, 285 805 | 49, 843 $1, 097 7%, 530 51.4 40.5 
1956 60, 658 49, 784 840 43, 281 78, 219 75, 634 43.9 30.7 
1957 49, 852 43, £06 S04 37, 289 73. 947 72, 616 38. € 14.0 
1958 | 55, 000 56, 269 53, 404 932 38, 818 74, 513 73. 327 (‘) (‘) 
1959 | 55, 000 58, 043 53, 024 (%) ) 85, 530 84, 609 


Not available. 
21943 allotments terminated Jan. 8, 1943. 
* No allotments in effect. 
£1954 allotments suspended. 
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Mr. McLain. You will be surprised, Mr. Andersen, if you look at 
this table, and I would like to make it a matter of record, that most of 
the years that we have had corn allotments, we have had just about 
as much corn acreage planted as when we did not have. The fact is 
in the 16 years prior to the time this administration came in, we only 
had corn allotments in 7 of those 16 years. It did not make an iota 
of —* in the corn planted in this country. Let me tell you 
this, also: in 1953, the year before we could act, corn allotments were 
not proc ls, I won't say why, but they were not, by the previous 
Secretary of Agriculture. In 1954, under the statute, we had to pro- 
claim them and we did proclaim them and we had a corn allotment 
of 46,996,000 acres. And when we had those acreage allotments, we 
increased the acreage in 1954 over what it was in 1953. This isa 
matter of record. 


EFFECT OF TERMINATION OF ACREAGE RESERVE PROGRAM 


Now, one other thing in the statement you made, Mr. Whitten. 
We have said in this statement that the acreage reserve ended in 
1958. The record of the planted acreage shows that we had the 
smallest acreage planted to corn since 1938 in the 3 years that we 
had the acreage reserve program—by several million acres. 

The program ended. Obviously, 6 or 7 million acres of this land 
that was taken out of corn went back to corn. There are no ifs or 
ands or buts about it. Plus the fact that the acreage of grain sor- 
ghums, the acreage of oats, the acreage of barley, the ac reage of soy- 
beans in 1959 all were cut back. This simply means that in 1959 
people in my State, Iowa, and in Illinois, and in many other places 
where they were planting grain sorghums in order to meet allot- 
ments, the few that did, started planting corn again. It is just na- 
tural that they should do this. 


CORN ALLOTMENTS 


All that I plead for is that we get the whole story into the record 
because if you look at the record of corn allotments since we have 
had them, and I have been close to them since the beginning, they 
have not worked. They have been a dismal failure. And the reason 
they have not worked is that you have not had a marketing quota 
with them and you know when Congress faced up in 1954 to market- 
ing quotas for corn they did away with them simply because they 
knew that it would take a cop on every quarter section of land to 
enforce them. And without marketing quotas they can never work. 
This is just a matter of history which ought to be in the rec ord. 

Mr. Wuirren. Mr. McLain, look at this table again—this is acre- 
age and production data, and it goes from 1950 through 1959; it shows 
acreage planted, acreage harvested, yield per acre, total production; 
that which has been removed by acreayze reserve, by conservation 
reserve, and by marketing quotas. So we certainly have not been 
unfair. I do not blame you for giving the best answer you can; 
but, in looking at your own figures here, in 1959 the farmers planted 
about 314 million acres more corn than they had planted throughout 
the 10-year period. 
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Mr. McLain. We have a convenient way, Mr. Whitten, and I can 
well see why you do this. 

Mr. Wuirren. This is your Department. I am not disputing the 
figures. ‘That is not my purpose. 

Mr. McLain. If we are going to look at this figure, we ought not 
to start in 1950 or 1952; we ought to go back and look at it since 
we started the program. 

Mr. Wuirren. | will tell you why we did that. Of course, you can 
see how voluminous it is now. This thing is too serious for you and 
me to argue whose fault it is. I tried to say that Congress is re- 
sponsible “for the laws. We had some vetoed by the P resident. and 
the Secretary of Agriculture. But Mr. Benson wrote us last year 
that he had the laws that were needed except in the area of wheat 
You may tell the other part of this. I am not trying to keep it 
out. 

But let’s forget who is responsible; let’s just agree that despite 
what all of us have done collectively, and have failed to do, this is 
what happened. 


CAPITAL IMPAIRMENT OF TILE COMMODITY CREDIT CORPORATION 


From the creation of the Corporation through fiscal year 1952 the 
total capital impairment or losses was $2,591 million. That is from 
1933 through 1952. From 1952 through 1958, capital impairment has 
been $6,017 million, and pending is approximately $2 billion more. 
Total CCC investment has increased from approximately $414 billion 
to over $9 billion. So, where from 1933 through 1952 the total losses 
were $214 billion. Since 1952, with this declining price-support 
program, and with the record that we find here, CCC has lost $8 bil- 
lion for that 7-year period, and has an investment of about $414 bil- 
lion more. So now, with $8 billion and $414 billion that is $12 bil- 
lion. That: is six times as much loss in this period of reducing prices 
as in the whole history of CCC. That is what the record shows. 
Now I will be glad to have your explanation. 

Mr. McLarty. This record does not show, of course, that we had the 
Second World War and the Korean war, Mr. Whitten. I was amused 
before another committee when this same question came up when I 
pointed out that of the 16 years prior to 1952 we did not have corn 
allotments, the good Congressman, a Democrat, may I say, said: Well, 
sure we did not have corn allotments because we had war all these 
years, and I questioned him about this. I said, you mean we had 9 
years out of 16? He thought a little; he thought that was a little 
strong. Hesays, “No, not quite; only seven.’ 

If you are going to present a pic ture like this, you must add, I would 
think, the truth of the situation which is that we were in war a good 
many years during this time. I have been close to these programs all 
the time. I know what happened to our commodities when we ©ot 
involved in the war. They went up above the support level. We 
cleared our shelves. We used the funds for Marshall aid. Now I 
don’t believe this is the kind of a picture you want to leave honestly, 
Mr. Whitten. 

Mr. Wnuirren. Expenditures in recent. years for the cold war have 
exceeded that spent during the two wars you mentioned. I asked 
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you to give your statement, so I am trying to keep it in balance. You 
put in your part and I will put in mine and when we look at the 
figures we will both agree somebody has to do something. 

Mr. McLarty. I would put a note at the bottom that we had two 
wars in the interim. 

Mr. Wuirren. You have added it to the record. The cold war is 
of equal magnitude. Now the point that I make is, if we are going 
to compare yours prior to the period of coming in, that is one thing. 
But this record shows that, as you reduced price, production went up. 
We have already had Mr. Wells here and he shows that, during this 
period of reduced prices the farmer in an effort to keep up total 
income has increased his production from approximately 104 to 125; 
his production has increased approximately 25 percent. In that same 
period, however, his farm net income has gone down to about the low- 
est level in 20vears. 

Mr. McLary. You know as well as I know, Mr. Whitten, that we 
have had just a complete technological revolution in this area we are 
talking about. 

Mr. Wuirren. I do, and I want to say further that efforts to con- 
trol production by acreage has largely created that. I think about 
half of that revolution is normal and about half of it has been in- 
spired by efforts to get around acreage limits plus trying to get around 
reduced prices. 

Mr. McLarty. You and I agree completely on this. 

Mr. Wiirren. When we get through, don’t you agree we had better 
do something, instead of your saying it is the fault of Congress, and 
my saying it is the Department’s fault? Isn’t it about time we got 
our heads together to determine how correction may be made ? 

Mr. McLarty. The only way you are going to do something about 
the size of the planting is to take part of this plant out of commis- 
sion; you don’t do it by acreage allotments on corn or anything else. 

Mr. Wnuirren. I want to put here in the record again the fact that 
you recommend an enlargement of the conservation reserve. You 
testified last year that 6 million farmers are classified as small 
farmers. Last year’s record will show that 56 percent of all farms 
have, according to the Department’s figures, 275 million acres. They 
produce about 9 percent of the commercial production. Your rates 
for conservation reserve are higher than $10 an acre on the average. 
But if you rented that whole 275 million acres at $10 that is $2,750 
million a year. And you would affect only 9 percent of the 
production. 

PROPOSED FARM LEGISLATION 


Now owners of small farms may own large farms. You couldn't 
cut out that 9 percent because they could take the money and produce 
elsewhere. 

Mr. Marshall and I worked out a bill which is headed the only 
way that I think that we can go. We were somewhat challenged 
to do it. The general nature of it is to provide that the Department 
for 3 years would enter into contracts with producers of wheat, corn, 
and feed grains, having determined a proper relationship in feed 
units between wheat and these other grains. You would be author- 
ized to enter into contracts with these farmers to cut that total pro- 
duction in all of these things down and, to the extent that they cut 
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their total production from that of the average of the last 5 years, 
vou could give them out of Government stoc ‘k an equal number of 
feed units. 

Now our reasoning is that, with all this huge buildup of com- 
modities, if you gave the farmers commodities out of Government 
socks you would stop storage, and the farmer to earn it would have 
to cut. actual production, not acreage. In addition, it wouldn’t cost 
the Government anything because we are giving these commodities 
away under 480, anyway. Then, in reducing the production, that 
vould bring about a balance. We could then write a farm bill in 
which price supports are tied to holding production in line instead of 
acreage. This table that I have pl: aced in the record has proven to 
me that you cannot handle this thing by acreage limits, or renting 
acreage because the *y use more and more fertilizer on it, and every 
time you reduce prices, they start increasing yields to have more units 
tosell. That is what this means to me. 

Some weeks ago, the Agriculture Committee asked Mr. Benson for a 
report on this bill and apparently you in the De partment cannot make 
up your mind. I would like to argue with vou if you think it is an 
unsound approach. This is no cure for the long range, but it would 
relieve the immediate situation, where you could tie what you do pro- 
vide in the way of supports to actual production. But we cannot 
even get an opinion out of the Department. 


PAY MENT-IN-KIND APPROACH 


Mr. McLaryx. You will have an opinion, Mr. Whitten. I have 
studied the bill carefully and let me say first of all that as the Presi- 
dent indicated, both he and the Secretary, and as I will testify before 
both the Agriculture Committees, we are in accord, heartily in accord, 
with the payment-in-kind approach. We have been. The principle 
in your bill, of course, ties the thing to bushelage. 

Mr. Wurrren. Do you think you can handle it in any other way 
than to tie it down to actual production ? Hasn’t the last 10 years 
proven to you that, if you try to restrict a man’s acreage, he buys 
hetter seed, plants his rows closer together, seeds more plentifully, 
and uses more fertilizer? Can anybody else read anything else into 
this reeord ? 

Mr. McLary. This is why we are for the whole farm approach and 
as I told Mr. Andersen a while ago, there is a problem here in trying 
to follow this approach with a feed grain, whereas it can be wor ked 
with cotton and wheat where it is pretty well marketed. Unless you 
put a bar against a fellow feeding this stuff on the farm, you have not 
stopped it. 

Mr. Wuirren. Wait a minute. Let’s discuss this a little bit. In 


the first place, you transfer from Government stocks an equal number 
of units. 


Mr. McLarn. Yes. 


LIMITATION ON TOTAL PRODUCTION 


Mr. Wurrren. To get that, he is going to have to cut his production, 
so What the farmers produce and what the Government has on hand 
would be reduced by that much. 
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Mr. McLain. I think you have a limitation of—what is it, up to 30 | 


percent? The other 70 percent, then, he can go ahead and do as he 
pleases with and he will still endeavor to do that. 

Mr. Wuirren. No, no. We are not repealing any law at all. You 
are just entering into a contract to cut total production now, 
Whether you have acreage control or not, the farmer can plant his 
wheat so as to cut his production by a third, and if he misses it and 
just cuts it 80 percent, we will give him that much; if he cuts it 2% 
percent, we will give him that much. But it is tied exactly to what 
the developments ‘prove the farmer did. 

Mr. McLarn. This I understand on the acreage. 

Mr. Wuirren. Not acreage. 

Mr. McLain. The production he reduces—excuse me, but the point 
is you have no control over what he is going to do with the other 
acres that he puts into crop and how he utilizes it. 

Mr. Wurrren. That is true. But to attempt to meet that problem, 
we say he has got to cut his total production in this area. He can- 
not shift from wheat to corn to grain sorghum to oats. 

Mr. McLarn. I understand that. 

Mr. Wuirren. All right, can you tell me in what section of the 
country a person can shift one of those commodities to any of the 
other things? In the other area, you have got a different kind of 
controls. You couldn’t shift it to cotton where you have a limitation 
on cotton acreage. You certainly couldn’t shift it to peanuts where 
you have a limit. 

Now, isn’t that a pretty good start toward tying them together to 
curtail total production across the board in these competing areas 
and protect farm income while we do it? 

Mr. McLain. This has a lot of merit, in tying—— 


OVERALL FARM SITUATION TO BE STUDIED 


Mr. Wuirren. I have done most of the talking, but this feed unit 
approach is the idea of my friend from ee a, Mr. Marshall, who 
cooperated in putting it into bill form. I added to it this idea of 
appointing a commission to make a study of the overall oe situa- 
tion and be ready to recommend something to Congress by January 
1962. My thought there was that all of us in Congress, all the farm 
organizations, and with the controversies about your Secretary, and 
all that—it has gotten to where a new group might be able to look at 
the thing a little more objectively. It would not bypass our Commit- 
tee on Agriculture, because whatever the commission came up with 
would be recommended to the legislative committees, and the members 
would be from nominations submitted by the legislative Committees 
on Agriculture. And we would not be ‘bypassing the Secretary be- 
cause he would be e ex-officio member of the committee. 

Mr. McLain. By 1962, if the good weather keeps on, somebody had 
better get ready to do something — - 

Mr. Wurrren. That’s right. In the period from now until 1962, 
we would be taking some of these things that we otherwise would be 
giving away to foreign countries—incidentally, this record shows 
that we have enough for both—and getting them out of storage, sav- 
ing storage charges, and giving them to the farmer. He would not 
have the cost of producing and neither would he have price support. 
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Mr. Horan. You are talking about payment in kind now? 

Mr. Wuirren. Payment in kind, yes. But again, we make them tie 
the feed grains together and the farmer has to cut total feed grains 
and he would be given an equal number of units for 1960, 1961, 1962. 


REPORT ON PROPOSED LEGISLATION 


Mr. McLain. The reason it has not been reported on before is 
that we have not been called before either committee to testify on the 
report. 

Mr. Wuirren. In times past, you have submitted such reports or 
recommendations in writing. 

Mr. Horan. Have you asked Mr. ¢ ‘ooley to get a report / 

Mr. Wurrren. Mr. Cooley requested an opinion from the Depart- 
ment some time ago. As chairman of this committee I would like to 
request now an opinion from the Department to be sent to me and 
Mr, Marshall. 

Mr. McLain. It will come without a request, Mr. Whitten. We 
report on all these bills. It will go to the chairmen of the committees. 

Mr. Wuirren. The ways things are going, I fear we may be bank- 
rupt before you get around to it. That is the point I make. 


TYING PAYMENT IN KIND TO PRODUCTION LIMITATION 


Mr. Marsnauti. Mr. Whitten and I became alarmed concerning the 
fact that our production is piling up increasingly; so, in order to 
bring that production in line with the demand, we feel that one of the 
real problems now is the amount of surpluses that we have on hand 
that makes it difficult to write any farm act until something is done 
to take care of these surpluses. We propose that in order fora farmer 
to obtain a payment in kind from commodity credit stocks that he 
must show that he reduces his production. We recognize that one of 
the fallacies of the old system of acreage controls was the use of fer- 
tilizer, cultivation methods, weather, all of those things having a part 
in the total production on that farm. So we feel that what we ought 
to do is to arrive at a production goal on that farm based upon units 
and that upon the basis of production we will make a payment out of 
commodity credit stocks; commodity credit stocks will be placed on 
the basis of units, made on the basis of units, and these units, then, 
will be repaid in payment in kind according to the amount of the re- 
duction that the farmer makes up to one third. That would be the 
purpose of our program. Some people have expressed a little feeling 
that we were putting wheat into competition with corn. Personally, 
as long as a reduction is made from production on the farm, I don’t 
believe that it makes much difference where this comes—whether this 
comes out of the units in commodity credit stocks—because, obviously, 
the reduction has to be made. 

It was our purpose to draw up a basic law that would permit the 
Department to do these things that appeared rather apparent that 
must be done in order to bring production in line with demand and 
to relieve the tremendous load of surpluses that are hanging over the 
farm markets at the present time. 

Mr. Wuirren. And may I add to that that we recognize—— 

Mr. Horan. What is a unit, before you go on? How much in a 
unit—so many bushels? 
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Mr. Anpersen. I assume, Mr. Whitten, that your proposal in your 
bill would involve taking acreage out of production and putting it 
into the conservation reserve. That would balance your program. 

Mr. Marsnatt. When you plan your production back on your 
farm you will put in oats and leave out corn because, on the basis of 
your produe tion you want to plant, vou may shift to the lower pro: 
ducing units. So your production, when you get it figured out, you 
have made your adjustment. 

Mr. Wurrren. We attempt to handle this matter by making it ap- 
ply to the various competing feeds requiring actual reduction in over: 
all production. 

Mr. McLarn. Is not alfalfa a competing feed / 


Mr. Wuirren. Our bill is at least a start toward reducing produe- | 


tion. This bill that Mr. Marshall and I introduced is only two pages, 
so people can understand it. We presumed when we introduced it 
that when it went to the Department, as it did about a month ago, 
the Department would then make recommendations as to what addi- 
tions and changes would be essential to making it work completely, 
We contemplated thereafter that the Agriculture Committee would 
make such other additions as it might. Our bill was to point up a 
principle as we saw it, recognizing that all of our efforts which have 
failed to tie into production have not cost billions of dollars but have 
touched the situation. So the Department will have a chance to in- 
clude alfalfa. What surprises me is that the Department won't 
recommend anything. 


EFFECT ON FARMER OF PROPOSED LEGISLATION 


Mr. Marsnaun. I might add, Mr. Chairman, there is one feature 
of this that I think certainly ought to be mentioned on the proposal we 
have made: It has given a lot of freedom, a lot of latitude to the 
farmer, a lot of freedom he has never had under any other control 
feature of a program. The only thing he has to do is wateh total 
production on the farm. 

Mr. McLain. He doesn’t have to Worry tbout whether it 1s sor- 
ghum- 

Mr. Marsnauy. Takes the whole unit and looks at the production. 

Mr. Wuirren. Mr. McLain, the records show that the farmer has 
had to have now an average of about $26,000, IT believe, in investment 
to farm. I am quoting the figures of Mr. Wells. They speak for 
themselves. But if the farmer was looking at production, he could 
quit planting too many wheat seeds in his land and fertilizing it like 
all get-out and planting his corn, the latest. and most prolific type, 
and planting it right together 

Mr. Mclary. Go back to open-pollinated corn ? 

Mr. Wnirren. I am saying he could begin to use his land ad- 
vantageously and widen his rows and put corn farther apart. if he 
saw fit. He could cut out a lot of this cash that he has invested in 
the beginning of each year trying to get every bit he can from 
the acreage. He could begin to use . his e: apital investment in land to 
a larger degree. 

Mr. Anprersen. Let me go on the record, Mr. Chairman. I think 
this discussion has been very much worth while. I might call to the 
attention of the subcommittee that we have several bills of this nature 
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pending in Congress, approaching the payment-in-kind proposition. 
We have on the one hand—I am trying to show my position—we have 
on the one hand the bill by Mr. Hoeven and supported by some gentle- 
men from Iowa, which applies to corn only. Now that, in my opinion, 
is unwise because I think when you take corn into consideration you 
have got to take all feed grains into consideration. Therefore, I 
cannot support that. particular bill, at least in the way it is drawn. 
Here I have got two very good friends of mine on this subcommittee, 
men who have done much for agriculture, but they propose, in my 
opinion, putting wheat in direct. competition with corn. I cannot 
see, Mr. Chairman, but what—in relation to that, Mr. Chairman, 
if a provision as suggested by Mr. Michel could be put into the bill 
advanced by you and Mr. Marshall, whereby no payments in kind 
could be made to a farmer unless that was in a commodity which he 
has farmed historically or produced historically, then much of my 
objection could be withdrawn because then I could see that the State 
of Minnesota would not be overloaded by cheap wheat and make 
your feed grain situation still worse, because if any feed grains come 
into Minnesota. at least in my district, Mr. McLain, that feed grain 
would have to be either corn or barley or oats. 

With that minor change in your bill, Mr. Marshall, I could see 
tremendous merit in your bill. 

Mr. Marsnauu. I have a great deal of respect for my colleague's 
opinion, 

NEED FOR NEW LEGISLATION 


Mr. Wuirren. Let me say this on the record. May I say again 
that what: we offered was an idea in the form of a bill. It will have 
the consideration of the Department. Then it would be before the 
legislative committee on agriculture where I am sure, if it meets the 
point of them having hearings, that everybody would have a chance 
to say something about it. T hat same offer was made because we have 
recognized that. where you deal commodity by commodity, a cut in 
one just means a shift to the other. You just testified that that has 
happened all along. But here is what I would like to say to you gen- 
tlemen representing the Department and my friend from Minnesota 
and all of us: When production keeps going up, up, up, and when 
the farmer is producing a lot more than we need and the Government 
is having price support, and when the farmer is out all of his money 
producing this surplus, and when CCC investment gets up to about 
$914 billion in holdings, and when we have lost $8 billion in the 
last 7 years, and when the Appropriations Committee of Congress, 
against the votes of this subcommittee refuses to restore ¢ apital im- 
pairment of CCC, somebody had better introduce some bills to save 
the present farm program. 

Insofar as cotton is concerned, if anybody on this subcommittee 
can come up with a solution that will help maintain farm income and 
help save the program, I am all for it. May I say I am not passing 
the buck. I have had a legislative bill before the committee repre- 
senting my best ideas for some time. But I am just saying that any- 
body who does not recognize the seriousness of losing the whole pro- 
gram, in my judgment is just sticking his head in the s: and. 
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Mr. Horan. I want to say this. I have had a domestic parity bill 
for wheat in the hopper. I am not the only one. And it has a lot 
in common with what you are suggesting here. But I agree with the 
chairman that it is very difficult to just save one crop in total produe- 
tion. TI like this unit thing and total production control. 

Mr. AnpeRsEN. I will say this relative to cotton, that no man in 
America has done more for the stabilization of cotton values than has 
our good chairman, Mr. Whitten, through his stubbornness and in- 
sisting that the Department of Agr iculture these last few years be 
forced to offer cotton in competition with other, with cotton in other 
lands abroad. Jamie, you have done a wonderful job. I recognize 
it. I want that in the record. 

Mr. Wuirren. I appreciate the statement of my friend and col- 
league. 

I would like to say again that the suggestion that Mr. Marshall 
and I have made has nothing partisan about it. It is the yardstick 
by which those farmers may enter into these contracts. In our judg- 
ment it would do much to hold farm income up during the period 
that the farmers themselves help bring this production back in line. 
So I don’t want the record to indicate we have written something that 
makes people use it. But it enables you to use this means to get their 
cooperation and protect their income during the period to do it. 


Turspay, Marcu 8, 1960. 


Mr. Wuirrten. Gentlemen, the committee will come to order. 
This morning we have with us the officials of the Commodity Stabi- 
lization Service. 


COST OF PRODUCING AND HANDLING SURPLUS GRAINS 


Mr. Wuirren. Mr. Secretary, I had the Department provide for 
the committee, at my request, an estimate as to the cost to the farmers 
of producing wheat, corn, and various grain feeds, my purpose being 
to show that these surplus grain units are being produced at a certain 
cost to the farmer, as well as perhaps to the Government through 
the price supports. 

Now, I would like to request the Department to figure out what 
would be the overproduction above that which would be normal 
or that which it is essential to cut back to in order to adjust the situ- 
ation, what the total cost in each of these feed grains is to the farmers, 
an estimate as to what they cost to the Government in price supports 
for the added units, together with storage and other costs, on an annual 
basis 

(The information may be found on p. 753.) 


COTTON EXPORTS 


Mr. Wuirren. Mr. Secretary, IT am familiar with the fact that 
there has been a petitior by many of the cotton producers in the 
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southeastern area for a modification of the export subsidy. Their con- 
tention is that the flat subsidy has worked to bring about a shift in 
exports and, according to their feelings, certain advantages to other 
areas, Which are a contravention of the. historic al movement of cotton. 


EXPORT MOVEMENT OF COTTON 


In that connection, I would like to put in the record the table that 
was supplied to me by the Department showing the export move- 
ment of cotton for the last 10 years. 

I am sure you are familiar with that and, in looking over the re- 
port myself, the significant thing to me was to note that in 1959 Gal- 
veston, Tex., exported over 50 percent of all cotton exported, main- 
taining about the same number of bales of export as it had in the 
preceding year when we exported approximately 1 million bales more 
of cotton. 

I would like to offer this table in the record at this point. 

(The table referred to follows :) 
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EFFECT OF EXPORT SUBSIDY 


Mr. Wuitren. This volume at Galveston was done while the port 
of New Orleans in 1959 dropped back to a little more than one-third 
of the amount exported in the preceding year. 

Since this noticeable variation took place in 1959, it leads me to ask 
if perhaps the change from the competitive sales program, which you 
normally had, to this one of having a flat 8 cents export subsidy, may 
be a factor involved in the situation. 

Mr. McLain. Mr. Whitten, I was supposed to be at this other hear- 
ing this afternoon at 2 o’clock, but I could not be there, and be here, 
too. I talked to some people, as I indicated yesterday, again just be- 
fore I came up here, in which conversation they indicate that one of 
the suggestions that the House Agricultural Committee is going to 
come out with is the recommendation that, before another year, this 
whole area be studied, not only the rate of subsidy, but also the way 
we establish loan rates. Certainly this table that was prepared at 
your request will be analyzed carefully, and if there is any way that 
we can correct anything that has been distorted because of this pro- 
gram I will be glad to help to straighten it out. 

I do not think that the solution to it is a variable subsidy, because, 
as | said yesterday—and my comment yesterday was not on the record 
but this today is—we feel, not only in cotton but in other commodities 
that we export, that the purpose of a subsidy is to relate downward 
the domestic price to the world price, evenly. To do it otherwise im- 
mediately puts distortions into our export pattern, which we do not 
think ought to be done with the export subsidy. 

Mr. Wuirren. Mr. McLain, in asking you to speak on the record 
today, we certainly have no desire to get ahead of the other committee 
because it will be some time before our hearings will be released, and 
that will be handled by the other committee before then. I wish you 
would feel free, also, since I raised this here, to further extend your 
remarks to give the full story as to the attitude of the Department. 

I would like to say, for myself, having studied this table and seeing 
this noticeable change, that quite naturs iy it leads one to try to figure 
out why. I would say that you don’t want to use Government. pro- 
grams to special advantage. But I would say you have an equal 
burden, aad I feel that you will want to see that through your use of 
Government programs you don’t destroy the historical patterns, too. 

Mr. McLarn. Exactly. 

Mr. Wuirten. I am glad to have you say the Department will go 
into this matter thoroughly. There may be a lot of factors not evident 
tome, but I do say that the change in exports that happened in this 
one year, as it appears here, leads to questions in anyone’s mind as to 
the “why.” Where you know one change did occur, you immediately 
begin to have to check to see if that is it. But again we are patens 
this in the record and asking you to give us your thinking, whic 
might shed some light on the subject. 

(The information requested is as follows :) 


Cirsus. 


ebruary 1960 










sure 


2d Irom recoras Of t 
Cotton Division, 


Compile 


Foreign Agricultural Service, 


Source 


by reciprocal 


Converted from pound figures 


The Department does not feel that the change from the competitive sales 
program to the flat subsidy program had any material effect in the ports from 
which cotton was exported. 


1 Bales of 500 pounds gross weight. 


0.002083. 
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COTTON RECLASSING AFTER SALE 


Mr. Wurrren. Mr. Secretary, this committee investigated this mat- 
ter of reclass and it developed that through this procedure the Com- 
modity Credit Corporation issued rebates in the amount of about $128 
million—now $166 million according to the Comptroller General— 
and, according to our own committee investigation, some of this cotton 
sold in world trade at higher than the original class, much less the new 
class. I would like the investigators’ reports and statements as to the 
amounts of money involved to be included in the record at this point. 

(The reports referred to follow :) 
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CCC COTTON EXPORT SALES PROGRAMS 


A REPORT TO THE COMMITTED ON APPROPRIATIONS, U.S. HOUSE OF 
REPRESENTATIVES, BY SURVEYS AND INVESTIGATIONS STAFF, 
MARCH 1957 


I. Inrropucrion 


On December 4, 1956, this staff submitted a report, pursuant to com- 
mittee directive of May 21, 1956, concerning several of the activities 
of the U.S. Department of Agriculture (USDA). 

On December 28, 1956, the staff was requested to conduct additional 
inquiry into the following matters: 

The background, previous experience and special interests, if 
any, of the cotton classers of the Cotton Division, Agricultural 
Marketing Service, USDA, particularly with respect to temporary 
employees, and the sources from which such employees were 
recruited ; 

A spot check of cotton sold by Commodity Credit Corporation 
(CCC) under the two export programs on which large discounts 
resulted from reclassing, and the following through of some of 
such cotton from CCC to its ultimate purchaser ; and 

The reasons for the delay in the issuance of the catalog on cotton 
acquired by CCC on December 31, 1956. 


II. Summary 


The classing of cotton is carried on in 31 permanent and 5 seasonal 
classing offices. During the period July 1, 1955 to January 15, 1957, 
the USDA carried a total of 370 classers on its roles; 95 were perma- 
nent and 275 temporary or seasonal workers employed on the average 
of about 4 or 5 months. Eighty-one permanent classers had more 
than 5 years classing experience; 14 had less than 5. Their general 
experience in cotton was extensive; none had less than 6 years, most 
had 20 or more years, and some had as much as 45 years. 

Seasonal classers are in general appointed from lists of eligibles 
maintained by local classing offices and by area offices. To be placed 
on list, applicant must bavethed (1) at least four seasons of responsible 
technical experience in cotton, ?) at least one season of classing experi- 
ence, and (8) obtain a grade of 70 percent or better on a practical test 
of his classing ability covering 200 bale samples. Experience in cotton 
activities was extensive; 201 fiat more than 15 years; 35 had 10 to 15 
years; 30 had 5 to 10 years; 6 had less than 5 years, and exact data 
was not available for 3. When not employed by USDA, 175 of them 
are self-employed or showed no other employment on questionnaire, 
61 are employed as part-time classers and/or commission buyers for 
Various companies and 18 are employed as full-time classers by various 
companies, 
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According to data developed by the staff, 126 of them had within 
the 5 years prior to January 15, 1957, been employed by the “cotton 
trade.” Analysis revealed that 58 of the 126 had within that period 
worked for cotton firms which had purchased cotton in either one or 
both of the export programs. 

Data as to identity of the owner of cotton being classed is not 
routinely made available to classer but inquiry indicates he can 2asily 
identify owner if he desires to do so. Study of procedures i in effect 
leads to belief that in absence of collusion, it would be coincidental if 
classer happened to classify cotton belonging to any particular owner, 
Staff believes checks and balances are sufficient to assure that CCC 
cotton is classed with reasonable accuracy. 

It was not possible, within the time limitation set for this inquiry, 
to select and trace through the records of the initial buyer to the ulti- 
mate purchaser, those bales of cotton involving large discounts result- 
ing from recl: ssification. Records of the Commodity Stabilization 
Service (CSS) Office, New Orleans, are not presently set up so.as to per- 
mit rapid identification of the necessary data and, additionally, cotton 
dealers visited stated they did not, in the vast majority of cases, sell 
cotton in accordance with the grading standards of CCC. Limited 
effort was made, however, to ascertain whether seasonal classers who 
were or had been employed by the trade had reclassed any of the cotton 
purchased by their present or former employers. The check was made 
at Memphis classing office and because of the great volume of records, 
was confined to cotton classed at that office for Anderson-C layton & 
Co., Cook & Co., and Volkart Co., each of whom had a former em- 
ployee who worked at the Memphis classing office during the pertinent 
period. Out of the thousands of bales of cotton classed for Anderson- 
Clayton at this office, only 119 had been classed by its former employee, 
Melvin E. Greer. One involved tag list No. 89,785 covering 745 bales 
of which 69 were classed by its former employee. The average ad- 
justed price per bale for all cotton on the tag list was $125.22, whereas 
the adjusted price per bale on that classed by Greer was $123.51. The 
other tag list was No. 72,236 covering 478 bales of which 50 were 


classed by Greer. In this instance the average adjusted price per bale 
for the entire tag list was $147.86, whereas the average adjusted price 
per bale on that classed by Greer was $149.79. No purchases made 


by Cook & Co., were found to have been classed by its former employee 
at Memphis. Sale No. 4207 covered 5,138 bales sold to Volkart Co. 
Morris Valentine, a former employee, classed 2 tag lists; one covered 
58 bales and the other 50 bales. Average refund on all bales in sale 
was $8.30 per bale; on cotton classed by Valentine on tag list No. 
75,485 refund was $5.87 per bale, and on tag list No. 75,557 refund was 
$1.05 per bale. Check made was so limited as to not be reliable indica- 
tion of situation which might be disclosed by a more complete check. 

The New Orleans Commodity Office is presently preparing IBM 
punchcards which will permit rapid accumulation of data required to 
permit identification of those bales of cotton on which above average 
refunds were made. Final settlement action has been taken (as of 
Feb. 1, 1957) on 3,271,169 bales out of 6,316,694 sold during second 
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program. Much of the cotton purchased has not been disposed of by 
the initial buyers. Merchants contacted cautioned that an inaccurate 
picture would be presented by tracing only particular bales through 
theirrecords. All of these factors led to conclusion that at the present 
time and within period available, it would be impossible to present 
accurate and complete data from which conclusions as to adequacy of 
classing could be drawn. 

The USDA announced on January 8, 1957, that the catalog for the 
first part of the 1955 loan cotton crop would be available about March 
1, 1957, and that the cotton listed therein would be offered for export 
sale. Title to 6,034,011 bales of cotton of this crop passed to CCC on 
December 31, 1956. Loans had been made to cooperatives covering 
1,345,193 bales of it and to producers through lending agencies for 
the remainder, 4,688,818 bales. 

Detailed records for form A loans are kept in the New Orleans 
Commodity Office although the loan documents are distributed in six 
area Offices. Detailed records and loan documents on form G loans 
are kept by 14 servicing agents with only reciprocal control accounts 
being kept at New Orleans. 

Upon taking title to loan cotton, CCC must send all loan documents 
to New Orleans, establish initially complete records for form G cotton, 
review documents for form and completeness, reconcile differences, 
calculate, pay to date of takeover, and then cancel all insurance on 
such cotton. Further, all freight bills must be sorted for in-transit 
values to be reclaimed wherever possible on further movements of 
such cotton after sale by CCC. Cataloging then proceeds along the 
same course for both types of loan cotton. A1I bale cards are listed by 
warehouse, city, grade, staple, and growth. Magnitude of task indi- 
cates 2 months (Jan. 1, 1957—Mar. 1, 1957) is not an unreasonable 
length of time in which to prepare and issue catalog. Merchants con- 
sulted stated issuance by March 1, 1957, would not cause any incon- 
venience to the trade. 


III. Backerounpb, EXPERIENCE, AND QUALIFICATIONS OF CoTToN 
CLASSERS 


A. ORGANIZATION FOR CLASSING OF COTTON 


The Grading and Marketing News Branch of the Cotton Division, 
Agricultural Marketing Service, USDA, is assigned the responsibility 
for the classing of cotton. Due to the small percentage of cotton 
classing performed at Washington, D.C., only three permanent em- 
ployees are directly engaged in such activity at headquarters, 

The Branch has established four area offices and each supervises and 
directs the activities of local classing offices within its area. Overlying 
all of these is the Board of Supervising Cotton Examiners (the so- 
called supreme court of cotton Slanditie). Memphis, Tenn., which has 


the responsibility for directing téchnical controls to minimize varia- 
tions from the standards in the classing and grading of cotton, and to 
which appeals from prior classifications may be taken. 
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The four area offices are as follows: 


| 
| Number of local classing 
offices supervised 




















Area Location Number of |____ sete 
| States 
Permanent Seasonal 
i | 
sa caliinneedtiniclion Steam wisteinss —|— 
NE 5k es bite | Atlanta, GY catibicieieinie 6 7 <a Boos 
Seen «eee ee OO. See 7 9 2 
Gouthwertere. <<. ences. csecns 4 eee 3 9 2 
Western. .......----.-...--------| Phoenix, Ariz.........--.. | 5 6 l 
TG hh is ei cticae i ciaechdiegadubeew center’ eee heat 31 5 


B. VOLUME OF COTTON CLASSED 


The activities of these offices may be discerned from the total bale 
volume of classing done (a) for locality quality determinations, 
(6) under Smith-Doxey Act, (¢) under Cotton Standard Act, (d) of 
CCC loan samples, (e) for Cotton Futures Act and, (f) for various 
organizations such as the International Cooperation Administration, 
State boards of agriculture, and so forth. 


Area | Season through Season through 
| Jan. 13, 1956 | Jan. 11, 1957 


NE ee a ee Roan coh nae ; : 1, 761, 477 1, 870, 011 
Oy illest 2 ae Gs eS ae eke be a lok abaee a 4, 594, 970 6, 488, 000 
Ig eS ah ie ted de deh web ikeen deeb a< eens 3, 861, 412 4, 770, 768 
ea (lidebenkateeebn onarealee 2, 341, 322 2, 958, 374 
enna aN REN 5 os es eos oi ok eb Sik cece teb enc wcaus -| 42, 287 403, 044 

Total bales classed... Rose. eae ec) edocs | 12, 601, 468 16, 491, 1% 





Note.—Not included in the above are the bales checked for test purposes, both locally and by the grading 
control section, subject of comment later in this report. 


C. PERSONNEL QUESTIONNAIRE, CLASSERS EMPLOYED, JULY 1, 1955, 
THROUGH JANUARY 15, 1957 


In conducting the inquiry regarding the cotton classers, the staff 
prepared a questionnaire to be completed by the USDA for each cot- 
ton classer, temporary and permanent, carried on the rolls during the 
period July 1, 1955, to January 15, 1957. The questionnaire required 
the following data for each classer: 


. Name 

. Address during employment 

. Legal residence 

. Temporary, permanent 

. Grade and salary 

. Headquarters 

. Total years of experience in cotton 

. Details of experience in cotton past 5 years showing name of employer or 
employers 

. Experience in actual classing of cotton for (a) Federal Government, (5) 

other employers past 5 years 


In response to this request the staff received data relating to 370 
classers, 95 of whom were permanent and 275 temporary or seasonal 
employees. 
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D. PERMANENT CLASSERS 


Of the 95 permanent classers only 1 has been, within the past 5 
years, an aiphodes of cotton firms that participated in the export pro- 
grams. He was appointed in the spring of 1956 to a permanent 
grade 5 position in the south-central area as a cotton field representa- 
tive, assigned to the Jackson, Miss., office. One of the two firms for 
which he had previously worked purchased slightly over 2,000 bales 
of cotton from CCC under NO-C-8. . 

As to the other permanents, while 14 had less than 5 years of.class- 
ing experience in the Government their general experience in cotton 
was extensive, none being under 6 years, many being in excess of 20 
and some as much as 45 years. 


E. SEASONAL CLASSERS 


As the bulk of the work of the classing offices normally falls in the 
harvesting season, the permanent personnel is augmented with tem- 
porary help usually eee for a period of 4 months. Because of 
the heavy workload which resulted from the export programs in 1956, 
some seasonal employees worked 5 months or longer. Several in- 
stances were noted wherein certain classes were engaged in different 
or successive seasons. 


1. Appointment 

The seasonal or temporary classers are appointed from a list of eligi- 
bles maintained by the local classing offices and by the area offices. The 
initial step in getting on the list of eligibels is the filing by the appli- 
cant of a preliminary application known as CSC form 8. This form 
requests detail as to training and experience in the cotton field. Names 
and addresses of former employers and dates of employment in cotton 
activities must be shown. These preliminary applications are re- 
viewed, and if the applicant appears to be qualified he is afforded a 
a test of his ability to classify cotton. This test covers 200 

ale samples and a 70-percent correct classification is required. If 
an applicant on his first try fails a few points below this (not more 
than three or four), he may be given an additional test in endeavor 
to qualify. Actual appointments from the eligible list are initiated 
by the local classing office and are subject to the approval of the area 
office and the Washington headquarters. 

The staff was advised that on infrequent occasions the eligible lists 
have been exhausted and it has been necessary to borrow classers from 
the trade. Even in these instances, however, the classers must pass 
the above-mentioned test and they are placed on the Department pay- 
roll under a temporary appointment. The only exception to this rule, 
according to Department officials, covers 11 employees of the Staple 
Cotton Cooperative, Greenwood, Miss. These classers were given the 
standard test, but are carried on the Department rolls as w.o.c. (with- 
out compensation) employees. Additional details regarding the group 
are given later in this report. 

_ Appointments from the eligible lists are made to a particular class- 
ing office, but all classers, permanent and temporary, are subject to 
assignment to other classing offices as the workload dictates. Tem- 
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porary classers are assigned to localities other than those from which 
they come, so far as this 1s practically possible. 
2. Assignment 

The 275 seasonal classers who were appointed in the period July 
1, 1955, to January 1957, were assigned to areas as follows: 


Area: Number 
MOTORS OTT CATODUR D aoe ie pie Smee Sa ae 40 
I Pen OR Lr ON ns ig ecient gu neem toe ase enim 149 
OE ORLOTN Ce UMMINOD le is oho ania eeiok bcd penens eae wedek 17 
WeOmern Ti mOGINE ) he a i ee hh ies eS 9 

NO a a a Se ae 275 


A tabulation was not made showing the local classing office to which 
the temporary classers were assigned. It is apparent, however, that 
the great majority of them worked in the Memphis, Tenn., Dallas and 
Lubbock, Tex., Greenwood, Miss., and the Little Rock and Blytheville, 
Ark., offices. 

3. Huperience 

The experience of the seasonal classers in cotton activities was found 

to be extensive, as shown by the following tabulation: 


et Seen oe Paeadnedeia nes i ses arise oc a beach sled sa acdeaaae 201 
I CN a aise cinerea mins ews cg se eo eres 35 
an nn ec esspien ey wei aaa eee ee ee eee 30 
Se a tah eh Rath es sie ns ed cane peeeeaunhe 6 
IN kocsis mcncinenese Seinen toesep adam ous aie eetcepsagee 3 

Ne ene ee alee eee aes Sa 275 


The aforementioned questionnaires relative to seasonal classers were 
not completed with such exact uniformity as to permit a completely 
accurate analysis of types of cotton experience represented. It is 
believed, however, that the data below is sufficiently accurate to 
permit drawing broad conclusions as to the activities of seasonal 
classers when they are not employed by the USDA. 


Bh ain WRT a Se ce tas 3 lk di eines wie ameannieapennreiaeie 18 
Self-employed buying and selling cotton or no other employment shown---- 175 
Part-time classer and/or commission buyer for various companies____-~--~- 61 
Pe rte MOI ta ae cae See eden nda 7 
Retired, classing instructor, and miscellaneous_____.___-_-.__-__.__-_--_---- 14 

ON = Ian ee Be ee a ere ee eae 275 


All seasonal appointments were made at grade GS-9, except two in 
the south-central area, made at the next lower grade. Specifications 
for GS-9 call for four seasons of responsible technical experience in 
cotton, with substitution provisions of education for experience, plus 
one season of cotton classing experience which demonstrates ability to 
make final determination of the grade and staple length of cotton 
according to official U.S. cotton standards. 


4. Employment with the trade 
An analysis was made of the questionnaire forms covering the 275 
seasonal classers in order to determine how many of them had worked 
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in the cotton trade within the 5-year period prior to January 15, 1957. 
The results are tabulated below : 





Number, all | Numbe not Number 





| 
Area | seasonal working for | working for 
employees trade | tiade 
iD 85) 558i. wa pnb pes ph 0A dan dwesthdwlccsigdees 40 22 18 
South Central. ..-..-.--- icine Siacaa perianal ioenace- daa dedaniaed ace 149 71 78 
DE ctu vibe acdsee ~ doe totcubddhatoakdites hide acide vee 77 52 25 
NE. s acennidiminhh a pete ana daeins detente’ gy 4 5 
Total es 4 J 275 149 126 





Further analysis of the questionnaires relating to the 126 classers 
shown above as “working for the trade” was made to determine how 
many had been employed by firms that had purchased cotton under 
either export program. This analysis disclosed the following: 


























Total bales || | | Total bales 
| Number | purchased |} | Number | purchased 
Name of firm of | under 1 Name of firm of | under 
classers | export pro- || classers | export pro- 
grams | grams 
$$ | | — —|— ~~ 
Allenberg Cotton Co., Ine 1 97,337 || McFadden, Geo. H., & Bro- 4 | 550, 688 
Anderson, Clayton & Co 4 1, 462, 983 |} Newberger Co_.......----- | 1 | 28, 589 
Andrews, C. L., Cotton Co. 1 | 8,920 || Oates, W. E., & Co.....---| 1 19, 189 
Barringer, L. T., & Co- l 46, 841 Patton Bros-_--.-.-- ae 1 48, 249 
Campdera & Co....-.---- l 133, 635 || Russell Cotton Co-__. 1 1, 128 
Cook & Co., Inc..-- 5 391, 347 Schwabach & Co__--..--- 1 62, 624 
Creekmore, E. F., & Co.. 1 80, 509 || Smith, Eugene, & Co., Ine 3 34, 383 
Crespi & Co ; 1 120, 184 || Staple Cotton Cooperative. 11 | 13, 762 
Goedecke, Otto....-..-.-. 2 192,496 || Volkart Bros., Inc_.--.---- 1 267, 201 
Gevaerd @ O06. i. Sn ens 1 7,044 |} Weaver, Dudley S., & Co.- 1 19, 109 
paenees & Co... nn nec0nnel l 1, 182 Weil Bros. Cotton, Inc.--- 3 245, 925 
Hanslik, Adolph__...------ 1 2,836 || Wilson, W. R., & Co..--. 1 |} 2, 000 
Howard Cotton Co__.-....- 2 125, 717 Yarborough & Co_. 1 |} 3, 958 
Hohenberg Bros. & Co_...- 1 423, 425 —— — - 
Me Si Go oo. pea 1 8, 389 Tetal...<: a 60 | 1 509, 785 
Jones, Gardner, & Beal, Inc. l 135 | | 


= ee Mb pods AMC SP tL per eS 


There were actually 58 classers involved since 2 of them had 
worked for 2 companies during the pertinent period. 
5. Safeguards to assure proper classing of cotton 

The staff was, of course, interested in determining whether the 
cotton classers had reclassed any cotton for their present or former 
employers and in connection therewith a study was made of the pro- 
cedures followed in the classing offices at Memphis, Tenn., Houston, 
Tex., and New Orleans, La. It was ascertained that in each of these 
offices procedures are in effect which are designed to prevent the 
classer from knowing the identity of the owner of the cotton being 
classed. It is apparent, however, that despite the fact such informa- 
tion is not routinely made available to the classer, he can, if inter- 
ested, identify the owner without difficulty. This is especially true 
of the larger companies. Some of them use particular types of tag 
lists while others, in disregard of CCC instructions, place their names 
on the tag list. In all instances noted by this staff, the owners’ names 
appeared on the shipping tag attached to the roll of samples. The 
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rolls of samples are brought to the classing tables intact by a laborer; 
therefore, the classer can, if interested, look at the shipping tag. 

The staff’s study of the procedures indicates, however, that in the 
absence of collusion it would be coincidental if a classer happened 
to class cotton for his former or present employer. As observed by 
the staff, sample rolls are emai to a classer by a laborer on an 
availability basis, i. e., as a classer finishes a roll he is given the next 
one in line. In other words, the classer exercises no influence over 
the samples which he will class, and bales are not given to a classer 
on any prearranged basis. 

Other safeguards were noted to have been instituted to assure that 
the samples are properly classed. It was found that temporary or 
seasonal classers work under the fairly close supervision of perma- 
nent Department classers. In most cases there is one such supervisor 
for every five temporary employees. These supervisors have the re- 
sponsibility to actively review the work of the classers under their 
supervision to be certain that the classers are grading in strict ac- 
cordance “with the box,” i. e., in strict accordance with the estab- 
lished standards. In addition, there is a rule in effect under which 
20 samples are pulled each day from the work handled by each 
classer. These samples are reportedly selected at random by a laborer 
and are independently classed by the chairman of the local classing 
office. The ues assigned by the classer is then compared with that 
assigned by the chairman. In instances where there is a substantial 
or consistent variance, the matter is discussed with the classer and 
a correction is made. As a further check on the efficiency of the 
classer and the supervisor, existing regulations require that 20 sam- 
yles for each classer be sent to the Board of Supervising Cotton 
Siccaies at Memphis, Tenn.; however, in some instances this pro- 
cedure is required twice a week and in other instances three times a 
each week. A copy of the original classification sheet accompanies 
these samples and the grades assigned by the classers at Memphis 
are compared therewith. The classification sheets are returned to 
the local classing office together with any instructions deemed neces- 
sary to correct inaccuracies found. 

It would appear that all of these checks and balances should as- 
sure that CCC cotton is classed with reasonable accuracy. Certainly, 
they are sufficient to correct any bias which an individual classer 
may consistently show and to identify incompetent classers. 

The most positive test as to whether proper grades were assigned by 
the classers who graded the cotton involved in the export programs 
would be the securing of new samples from the bales sold and have 
them reclassed My a group of competent experts. Since there were 
more than 7 million bales sold, a great part of which has been dis- 
tributed all over the world, such a procedure was not practical. It 
appeared that the next most logical step would be to identify those 
bales of cotton in which the widest discrepancy appeared between the 
grade assigned at the time the cotton went into loan and the grade 
assigned upon reclassification in connection with the claim filed by the 
purchasers against CCC. It was assumed that it would be possible 
thereafter to trace these bales through the purchasers books and to 
determine the grade and price at which the particular bales were 
sold by the dealer and from these facts to determine whether the grade 
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assigned upon reclassification was a reasonable one. This procedure 
was found not to be practical for two reasons: (1) It was not possible 
to readily identify those bales showing the widest discrepancy in class, 
and (2) the cotton dealers visited stated they did not, in the vast 
majority of cases, sell cotton in accordance with the grading standards 
of CCC. They stated that they sort the cotton into lots of even 
running bales by type and not by description and that from 60 to 70 
percent and even more is sold on the basis of types of sellers’ and 
buyers’ samples. 

In addition, as pointed out elsewhere in this report, the dealers called 
attention to the unfairness of arriving at a decision regarding the 
accuracy of grading based on an analysis of their profit or loss on 
particular bales of cotton. 


6. Results of check of some cotton classed by employees formerly 
engaged by trade 

It was determined that there was a third method which might be 
used to ascertain whether the temporary classers who were or had 
been employed by the trade had reclassed any of the cotton purchased 
by their present or former employers. This method called for an 
examination of the tag lists covering all cotton classed for a particular 
company at a classing office during the period a particular classer was 
employed at that office. This is not deemed to be a desirable method 
particularly in the case of the larger companies, since it involves the 
examination of thousands of records and does not permit confining 
the examination to those bales which showed substantial changes in 
grade upon reclassification. 

Although it was not possible, within the time available, to make a 
check of a substantial number of bales, the staff did make a limited 
check for such value as it might have. It was decided to visit the 
Memphis classing office and to confine the check to Anderson-Clayton 
Co., Cook & Co., and Volkart Co., three of the larger companies who 
had at least one former employee who had worked as a classer in the 
Memphis classing office during the periods covered by the first and 
second export programs. The former employees selected were: 
Melvin E. Greer, Anderson-Clayton & Co.; Frank Nichols, Cook & Co. ; 
Morris Valentine, Volkart Co. 

Tag lists covering cotton reclassed at Memphis for the above com- 
panies during the pertinent periods were examined to identify any 
bales reclassed by their former employees. It was ascertained that Mr. 
Greer, whose identification number was 45, had handled a limited 
number of bales belonging to Anderson-Clayton Co. as follows: 








Average ad- Average ad- 
Number of Number of Number justed price justed price 
Sale No, tag list bales on classed by per bale all per bale cot- 
checked tag list Greer cotton on tag ton classed 
list by Greer 
ee sccee! ot tees 89, 785 | 745 69 | $125. 22 $123. 51 
a peascterpnel 72, 236 | 478 | 50 147. 86 149. 79 





It will be seen from the above that prices on the bales classed by 
Mr. Greer, a former employee, very closely paralleled the average 
prices for all cotton on the tag list. In the first instance the price was 
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$1.71 less per bale and in the second instance if was $1.93 greater per 
bale than the average. 

In regard to Volkart Co. the staff checked data relating to sale 
No. 4207 which involved 5,138 bales. The average refund found to be 
due Volkart on reclassification was $8.30 per bale. On tag list No. 
75485 which covered 58 bales reclassed by Mr. Valentine, a former 
employee, the average refund was $5.87 per bale. For tag list 
No. 75557 which covered 50 bales reclassed by Mr. Valentine, the 
average refund was $1.05 per bale compared with the average of 
$8.30 per bale for the entire sale. 

The examination covering Cook & Co. purchases did not disclose any 
cotton reclassed by Frank Nichols, a former employee. 

It is apparent that so far as the items checked are concerned, the 
cotton reclassed by former employees rated on the average at least 
equal to that handled by other classers. The reader is cautioned, 
however, that the sampling was so limited that it cannot be said to 
show the situation which might be disclosed by a thorough and 
complete check of all sales. 

Data regarding classers of staple cotton cooperative 

Mention has previously been made in this report that the Staple 
Cotton Cooperative, Greenwood, Miss., had purchased cotton during 
the second export program and that 11 of its present employees were 
active in the classification of CCC cotton on a w.o.c. basis. It was 
further ascertained that these same classers were active in classing 
cotton for cooperative members under the Smith-Doxey Act. It 
seemed desirable to ascertain certain facts regarding what appeared 
to be the unusual relationship with this cooperative and inquiry was 
made at the Memphis classing office. 

It was ascertained that the Fiscal Year 1953 Appropriation Act for 
USDA gave the Secretary authority to contract with cooperatives 
furnishing classers and other facilities for classing cotton. On Octo- 
ber 13, 1952, the Department entered into an agreement with the 
Staple Cotton Cooperative Association which provides that. the coop- 
erative will furnish space and personnel to classify cotton for USDA. 
The agreement provides that no fee except the sample submitted will 
be paid for these services. The staff was informed that the association 
employees classify cotton for all cooperative members for Smith- 
Doxey loans even though the members reside outside the Greenwood 
classing office territory. There are more than 150 members privileged 
to enjoy this service. The possibilities inherent in an arrangement of 
this kind are apparent. Inquiry showed that these classers when 
classing cotton- for CCC, work under the same type supervision as 
temporary classers and are subject to the same checks and balances. 
It appeared to this staff that the cotton classed by these cooper ative 
members is classed very closely to the established standards and is not 
overclassed. This is substantiateed by the fact. that for the 1953 crop 
vear a total of 6,831,725 belt area bales of cotton went to loan: 31 
percent was later withdrawn. During the same period the staple 
cooperative members pledged 453,808 bales and later withdrew 59 
percent. In 1954 crop vear a total of 2.308.752 belt area bales went to 
loan and 28 percent was later withdrawn. In the same period the 
staple cooperative members pledged 145.344 bales and later withdrew 
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82 percent of it. It is apparent that if the cotton had been overclassed, 
it would not have been withdrawn from loan. 


IV. Corron Sotp sy CCC Unper Export Programs NO-C-—7 anpb 


NO-C-8 


A. ANALYSIS OF RECORDS PRESENTLY BEING MADE BY NEW ORLEANS 
COMMODITY OFFICE 


In the staff report of December 4, 1956, it is disclosed that as of 
September 14, 1956, claims had been submitted to CSS on about 
900,000 bales under the first export program (NO-C-7) and on about 
440,000 bales under the second program (NO-C-8). The average 
claim per bale under each of the programs was $7.49 and $10. 36, 
respectively. 

As a preliminary step in the present survey the staff requested CSS 
to er the following data: 

” Number of bales of cotton purchased by each firm. 
Number of bales of cotton on which reclassification was 
canon 
3. Number of bales on which settlement was made on the basis 
of reclassification. 
4. Number of bales on which final settlement has been com- 
=e 
5. Net amount paid to or by each firm in final settlement. 
(Item 5 5 was to include any gain or loss as the result of reweighing 
as well as from reclassification. ) 

At the time of our visit to the CSS commodity office, New Orleans, 
La., in early February 1957, preparation of this data was in process. 
Card punching, a mechanical step preliminary to sorting and tabula- 
tion of all pertinent details as to claims filed under both programs, 
was underway. 

The staff was informed by the director of the commodity office that 
a study of this same area had been contemplated since our original 
visit in September 1956, but that cost and time had been a deterrent. 
With the receipt from Washington of our request a decision was 
reached to extend the analysis bey ond that requested by the staff so 
as to produce additional information that would be of use to CSS 
for administrative and other purposes. 

The commodity office project should result in the accumulation of 
data necessary for analysis concerning, (a) buyers, (%) all sales 
individually and in ageregate for each buyer, (c) tag list numbers 
with bales of like gr: ade and staple on reclassification combined for 
each such list, (d) warehouse in which stored and from which sold, 
(e) original class, (f) total bales upgraded and amount, (g) total 
bales downgr aded and amount,*(h) total bales even, () ‘amount of 
Weight gain or loss and amount, and (7) amounts of claims as filed, 
and as computed. 

It is evident from the above that after completion of the card- 
punching phase of the project a detailed analysis by firms and ware- 
houses can re sadily be secured for all bales in any range of discount. 

The staff was informed by Mr. F. P. Biggs, director, New Orleans 
CSS commodity office, that it would take about 3 months to complete 
the abstraction of data and punching of the cards for all claims 
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processed on both programs but that thereafter, detailed information | 
in any desired area would be readily available. At the time of the 
staff’s visit it was not possible for his office to furnish such data. 


B. SALES AND CLAIMS FILED 


The CSS commodity office submitted for our immediate use data 
regarding total claims that had been filed by the various purchasers 
and which had been finally processed by January 31, 1957. Exhibit 
A shows 24 of the firms that participated in the second export pro- 
gram (22 of which also made purchases in the first program), the 
number of bales acquired by each, and the total number of bales on 
which claims have been finally adjusted for both reclassification and 
for reweights. The exhibit also shows similar data for all firm 
combined and the aggregate amounts for the remaining firms not 
set forth individually. A recapitulation table of the exhibit is as 
follows: 


























Purchasers Claims 
ital atl on ——rtareiannenree 
Number | Number | Number Number Amount of Average 
of firms of bales offirms | of bales settlement amount 
| | per bale 
Announcement NO-C-7 
a i op) eae er ae aS 
Shown individually 22 879, 662 22 876, 734 | $6,713,010. 45 | $7.65 
Combined 42 120, 700 42! 120,319 823, 844. 51 | 6.85 
Total i 1, 000, 362 64 997, 053 7, 536, 854. 96 7.8 
Announcement NO-C-8 
ee ee ee ee 
Shown individually --- ae 24 | 4,687, 189 | 24 2, 448, 167 | $29, 616, 653. 23 | $12. 10 
Combined. _.-_.__-- : 144 | 1, 629, 505 126 | 823,002 | 8,861,227.86| 107 
1 | 
nd Faiechesie hited ascii a soil winsome ada 
Ce ce See 168 | 6, 316, 694 150 | 3,271,169 | 38, 477, 881. 09 | 11.7% 


1. Variations in claims filed 

The firm with the largest per bale claim under NO-C-7 was R.T. 
Hoover & Co., Inc., El Paso, Tex., with a $23.49 average on 1,539 
bales and the lowest was M. Aura & Co., Dallas, Tex., with an addi- 
tional payment due CCC of $0.24 per bale average on 500 bales. 

Under NO-C-8 the comparable amounts are $26.89 per bale for 
Randolph Scott & Co., Harlingen, Tex., on 196 bales and the addi- 
tional payment of $0.11 per bale on 51,458 bales from R. T. Hoover 
& Co. 

It is to be noted that under NO-C-8, claims on only about one- 
half of the bales sold have been finally processed. 

The director of the commodity office ascribed as reason for the 
variation between the average per bale discount between the two 
programs the fact that in the first sale only cotton of 15/16-inch 
staple and lower was sold and that under NO-C-8 all grades and all 
staple lengths were offered. The higher prices inherent in the longer 
staple cotton together with a drop in the premiums or increase in 
discounts during 1956 would account for some of the difference. An 


additional factor cited by officials of the control office of the Cotton | 


Div 
sale 
liz 


chs 
sta) 


cip 
$11 


ot 
of 

im) 
col 





nation 
of the 
ta. 


433 


Division, Memphis, Tenn., was that much of the cotton offered for 
sale in the first program was raised in the plains country in a dry 
climate and later reconcentrated at or near a port in a humid climate. 


' Losses sustained in such cotton because of decrease in grade for 
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change in color would be somewhat offset by a slight increase in 
staple length. 
9. Factors which affected claims 

The staff sought the views of members of the trade as to the prin- 
cipal reasons why the cotton sold under the export programs has 
been the subject of claims averaging $7.56 under the first sale and 
$11.76 under the second. Some members of the trade generally ex- 
pressed the opinion that cotton going into loan was classed on the 
high side. Their reasons for such expressions were that in local and 
other meetings of producers throughout the Cotton Belt the subject 
of cotton classing was frequently part of the agenda and always of 
importance. The publicity engendered by such meetings, and en- 
couragement of it from various sources, had the intangible and 
psychological effect on the classers to give the farmer a break. In 
cases of doubt the tendency was to classify the cotton up. A further 
fact cited by them was that any bale of cotton from any producer 
that might have been undergraded upon original classing for loan 
would be subject of request for review. The natural result was that 
errors in classing on the high side were not appealed but errors on 
the low side were mostly corrected by review. 

The buying side of the cotton trade at and during the harvesting 
season was keenly alert to the possibility that some of the various 
cotton-classing offices would for a season or part of it classify cotton 
“hard” on going into loan. If and when such an area was discovered 
the trade would seek out the owners of the cotton and acquire from 
them their equities. All cotton on loan with CCC was also carefull 
screened by most of the buying trade, and good buys were thus elimi- 
nated from CCC’s stocks. The cream of the crop as to quality and 
price was thus skimmed off and what ultimately went to ownership 
of CCC was the less desirable remainder. 

Another factor mentioned by some members of the trade was that 
some of the cotton disposed of under these programs had been graded 
for loan in the years immediately following the Korean incident. 
They pointed out that the large crops in those years coupled with the 
decrease in demand resulted in greatly increased amounts of cotton 
going into CCC loan. They claimed CCC did not have sufficient 
qualified classers to handle the large number of bales received and the 
result was that classing was not as accurate as it might have been. 
These same merchants said a marked improvement has been noted by 
the trade in that persistent local variations from standards are no 
longer evident. 

Some merchants and others are not surprised at the large discounts 
CCC is sustaining on the cotton it has sold inthe past year. (A change 
of one-half grade could mean $10 per bale.) All of it had been in 
storage for 2 or more years. It is an established fact that cotton 
produced in certain areas may begin to discolor after 3 months and 
that even the best of cotton will discolor in 2 to 5 years. Storage ina 
dry or humid climate would not alter this eventuality. Reconcentra- 
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tion from dry to humid areas or vice versa would accentuate and speed 
up the process. 


C. PROFITS OF MERCHANTS ON SALE OF CCC EXPORT COTTON 


Both in the original and in the current survey, discussions were had 
with officials of various cotton merchandising firms relative to profits 
on their purchases from CCC. Profits of 6 to 7 cents on some domestic 
sales under the second cotton program were cited; however, with the 
admonition that equivalent cotton still had to be acquired and exported 
The ultimate profit on any lot was not determinable until all program 
requirements had been fulfilled and the disposal of all cotton acquired 
or to be acquired had been accomplished. Such cotton would mos 
likely have to be secured in the open market at higher prices than 
those prevailing at the original sale date. 


The cotton market is a composite of the activities of all buyers and | 


sellers in this commodity and its products, also affected in some meas- 
ure by actions of competing fibers. Out of this flow the general prices 
and trends. Yet each firm in its own narrow or broad field of supply 
and demand establishes its own asking or bidding price and in its 
success in adhering to such assures itself to some degree of a profitable 
operation over a period of time. Inaccurate judgments leading to 
overextension of supply, or credit, and other miscalculations and w- 
foreseen influences bring with them pressures which cause greater or 
lesser degrees of distress or lower level price selling, or dumping, thus 
making unattainable in whole or in part the desired objective. 

The trade insists that the difference between amounts secured on 
the sale of one or a few bales of cotton and the price paid for them to 
CCC does not in any way constitute a true measure of a firm’s success 
ful operations or profits. All firms are striving to get the best market 
price and terms they can obtain at or during the time the give and take 
of bargaining occurs. It was stated that in the earlier days of the 
export program prices had been good but later with the injection of 
considerable competition, foreign prices had dropped as much as 4 
cents per pound. In some cases, sales were made at levels that com: 
petitors felt were under costs. In view of circumstances which sur 
rounded export sales the enthusiasm about anticipated profits lessened 
among some of the program participants. 

When cotton is purchased from CCC a definite bid price is required 
for the quality of cotton advertised. In ultimately determining the 
quality of such cotton, by reclassing, “the box.” the standards estab- 
lished by the Government, must be rigidly adhered to, so far as this 
is practically possible. A further but important requirement in the 
purchase is that the cotton, or its equivalent, must be exported. Thus 
the acquisition price to the merchant, and his terms, are fixed. 

As to price and terms on the selling side the merchant is not so cit 
cumscribed. The identical quality and staple of cotton may be sold at 
approximately the same time to different customers at slightly different 
prices, 

Over a period of time and due to such events as the closing of the 
Suez Canal, the east coast dock strike and other major and minor 


occurrences which effect the “up and down” in market price the sales | 


price of cotton of the same quality and staple can vary markedly. 
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The question of whether the so-called market price was received by 
any particular merchant for the CCC export cotton which he sold can 
only be answered in broad terms. As far as the staff was able to 
learn each merchant sold the cotton for the best price he could obtain. 


' There may have been some isolated instances of distress selling but to 


determine this would require an analysis of each individual lot of cot- 
ton sold by each participant in the program. 

One factor not considered in the sale of cotton by CCC, which may 
result in considerable distress to the merchant in his merchandising 
is the micronaire reading which shows the thickness and tensile 
strength of the cotton fiber. On purchase from CCC, grade and staple 
only are the important basis for price. On sale, micronaire is about 
of equal importance, especially in foreign markets. Merchants must 
at times guarantee it. Such readings are in more general use in for- 
eign markets than in the United States, although even here, in mills’ 
buying, they have become part of the specifications. The importance 
of this can be evaluated from quotations of a large merchant firm, 
the differential price sheet of which showed for December 3, 1956, 
an even price for micronaire of 3.5 or higher, and discounts ranging 
from 75 points for 3 to 3.4 micronaire to 500 points for micronaire 
reading of 2.5 or lower. One hundred points equal 1 cent a pound or 
$5 per 500-pound bale. 

ne merchant informed the staff that his firm had purchased CCC 
cotton in the southeastern area of the United States with the expecta- 
tion that it had been produced there. Upon test and inspection it was 
found to be of low micronaire reading and to have been reconcentrated 
plains cotton. Only a considerable decrease in price would move such 
cotton. 

A further item that enters into the measure of profit between the 
purchase price from CCC and the sale price of the merchant is the 
direct and indirect costs of sampling, classing, storing, sorting for 
even running lots both in field and in owned warehouses, and many 
other general overhead expenses. Costs of carrying cotton approxi- 
mate $1, per bale per month. Cotton of the special program which 
could not be sold by required date of exportation was consigned by 
firms to themselves in foreign consuming areas in the hope that ready 
sales could thus more effectively be made.. Some of it was sold but in 
other instances tag ends of varying number of bales of less demand 
cotton are now accumulating storage charges, and dumping may re- 
sult as it may be the only means of disposal. 

In the light of these facts the limited number of merchandising 
firms contacted during the staff’s current survey were about equally 
divided in their sentiment or attitude relative to giving the data neces- 
sary to permit a determination whether the CCC cotton was disposed 
of at a profit. All of those contacted expressed reluctance on the 
ground that even a representative number would not mean much. 
The only reliable test would be available toward the end of the pro- 
gram when disposal of the large bulk of the cotton had been made. 
Some firms suggested that not less than 3 but preferably 6 months 
hence would be a more appropriate time. Other deterrents exist at 
the present time not only as to bookkeeping but in the delays of from 
3to6 months in getting samples from warehouses, railroad and port 
congestion, and the shortage of shipping bottoms. 
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All of the above facts and reasons led to the conclusion, that at the| 
present time and within the period allotted to the current survey, it 
would be impossible to prepare an accurate and adequate summation 
of the profit or loss incurred by the cotton trade or by any particular 
merchant from activities in the CCC export program. 


In addition to the reasons already cited an exhaustive analysis of | 


and selection from the vast volume of records and business documents 
of the New Orleans commodity office by manual means and tracing 
them through to obtain sufficient detailed information necessary to 
present by firms a reasonable number of purchases of lar.e discount 
cotton (and the reasons for such large discounts) with cheir cor. 
responding sales amounts would have extended the time of the sur 
vey by several months. This conclusion is influenced by the faet 
that it would not have been practicable to assign a large staff to the 
commodity office since it was apparent to do so would cause unreason- 
able interference with the daily routine of that office. 

It is anticipated that (a) the commodity office will complete the 
project of analysis for and sorting of the higher discount bales within 
the ensuing 3 months; (4) more sales and export of the cotton pur: 
chased from CCC will be made by merchants within the next 6 months; 
(c) a larger percentage if not all of the claims under the export pro- 
gram will be finally adjusted within the next 6 months; and (d) that 
the congestion that exists at present in bookkeeping in various mer- 
chants’ offices and in the other aspects of the operations of the pro- 
gram as a whole will be in some measure dissipated within the periods 
outlined above. A later date would thus probably provide a mor 
suitable occasion for obtaining the cooperation of merchants to supply 
the necessary data on a selected and sufficient number of bales handled 
by them. 


V. REASONS FOR DELAY IN ISSUANCE OF CATALOG ON COTTON ACQUIRED BY 
CCC ON DECEMBER 31, 1956 


USDA announced on January 8, 1957, that the first part of the 1955 
loan cotton-crop catalog would be issued on or about March 1, 1957, 
and that it would contain as much of the cotton as could be processed 
and included by that date. All would be offered for export sale as 
soon as possible. Some cotton from all areas, and located in ware 
houses throughout the Cotton Belt would be included in the initial 
issuance, followed by further catalog releases with the balance of the 
CCC 1955-crop cotton, as soon thereafter as possible. 


Cotton of the 1955 crop taken into inventory of CCC at December | 


31, 1956, totaled 6,034,011 bales, of which 4.688.818 were under form 
A type loans and 1,345,193 were form G. Loan and collaters] doen- 
ments on form A loans were located in six different offices as follows: 


Custodian : Number of bale 
a a tl nvin chinieheinlanieniapan hdd ili Genius 653, 021 
rr 20 ae Se ee ee 1, 352, 384 
Te ee re pub ecei adhe cecnmnaspeleie antennae 1, 381, 024 
i Nn Big se aa Sal. wD ssimenllgS mete nade 137, 392 
I iiniiicsinstnentivtcdnni usin tad debetbieaeniticihtrei: ailaitantinpidiaainae nae 1, 051, 742 
NO Ng i on niall ine ebe eat ae 113, 255 | 
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Detailed custodial, accounting and control records for them are 
established initially in the CCC office at New Orleans, La. 

Form G type loan records were located with servicing agents in 14 
cities from Raleigh, N.C. (59,207 bales) to Bakersfield, Calif. (69,455 
bales). The largest number of bales, 291,567 were of record i in Dallas, 
Tex., and the smallest, 2,259 bales in Corpus Christi, Tex. 

The detailed acc ounting records for form G cotton are maintained 
by the servicing agents and the loan collateral is held by them on 
a branch office bas sis, with the New Orleans CCC office establishing 
only a reciprocal control account with each agency. 

Form A type loans are those made under disbursements by lending 
agencies. Form G type loans are made to cotton cooperative asso- 
ciations by commercial banks and Federal Reserve banks acting as 
CCC servicing agents. 

Before cataloging of cotton can be undertaken it is necessary to 
transfer from bank custodial offices (form A cotton) and CCC serv- 
icing agents (form G cotton) all loan and related documents for 


‘both types of loans and to establish initially complete custodial 


accounting and control records on form G loans. Such transfer 
would be delay ed in instances where a producer on or before December 
31 signified his intention to redeem his loan. Processing for such 
notice normally takes approximately 15 days. 

The acceptability of documents submitted by agencies to CCC 
must be reviewed for form, checked for completeness and recon- 
ciliations effected wherever necessary. Calculation for compression 
and storage charges accrued must be made for the paying of these 
costs, detailed tag lists for all of like grade and staple of all bales 
stored in every separate location must. be prepared and forwarded to 
each warehouseman for cancellation of insurance on acquired cotton, 
and for other purposes. 

Freight bills on reconcentrated cotton must be sorted by location, 
origin and inbound route so that upon sale of the cotton it can be in- 
voiced with appropriate outbound billing instructions to the buyer 
and thus enable the Corporation to process claims adjustments for 
in-transit values remaining in any of such original freight bills. 

Once redeemed form A and G cotton has oa cleared to CCC’s 
detailed inventory records, the same cataloging process is followed 
for both. All individual bale cards are tabulated, sorted and sum- 
marized for warehouse and city, grade, staple and grow th. Catalog 
mats and stencils are prepared from which reproductions of the re- 
quired number are made. The largest catalog in 1956 ran in excess 
of 1,800 pages. A revised copy is issued biw eekly after each sale. 

It is expected that the remaining stocks of 1954 and prior seasons’ 
cotton will be integrated in one ¢ catalog with 1955 crop cotton avail- 
able after opening ‘of the first bid in March 1 )57, on the latter. 
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The Director of the New Orleans Commodity Office stated that 
his organization had been subjected to intense activity as a result of 
sales conducted in 1956 under which 7,527,940 bales of cotton had 


been sold. He said that after discussions with the trade he cop. | 


cluded that issuing the catalog for 1955 crop cotton by about Mareh 
1, 1957, would cause no inconvenience and that it could be done with- 
out additional employees and without incurring great expense for 
overtime work. 

As has been stated, the staff inquired into the details involved in 
the preparation of the catalog. Bearing in mind that CCC did not 
acquire title to this cotton until December 31, 1956, and considering 
the fact there are some six million bales located at many different 
points in the United States, it appears that two months is not an 
unreasonable length of time in which to prepare and issue the catalog, 
It may also be noted that in the limited number of contacts which 
the staff had with the larger cotton dealers, specific inquiry indicated 
they were not interested in having the catalog prior to March 1957, 
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U.S. DEPARTMENT OF AGRICULTURE 


4 REPORT TO THE COMMITTEE ON APPROPRIATIONS, U.S. HOUSE 
OF REPRESENTATIVES, BY SURVEYS AND INVESTIGATIONS STAFF, 
JANUARY 1959 


INTRODUCTION 


Inquiry was made into several activities of the U.S. Department of 
Agriculture (USDA) including commingling of commodities, the 
payment-in-kind export programs and cotton classing standards. 


Cotton Classing—Cotton Export Sales Programs 
I. Corron CuLasstnc STANDARDS 


The Grading and Marketing News Branch of the Cotton Division, 
AMS, is assigned the responsibility for the classing of cotton. Cotton 
classing is the art of describing the quality of cotton in terms of 
grade and staple length according to the official cotton standards of 
the United States. For grade, classification is based on appearance 
and is accomplished chiefly through the sense of sight by integration of 
the three factors of grade (color, leaf, and preparation) in the sample. 
Classification for staple length involves both sight and touch, and is 
made by pulling out and comparing a typical portion of fibers from a 
sample with the official standard staple types. 

All cotton classed by the Government is classed for grade and staple 
length according to the official standards of the United States. Of 
the 25 grades for upland cotton now in effect, 24 were promulgated by 
the Secretary of Agriculture on August 12, 1952, effective August 15, 
1958, under the United States Cotton Standards Act and the cotton 
futures provision of the Internal Revenue Code. An additional 
descriptive grade was added in 1957. Since these standards have been 
agreed upon and accepted by the leading world cotton associations and 
exchanges, they are also termed and referred to as universal standards 
for United States upland cotton. Eleven grades, namely, Good Mid 
ding White through Good Ordinary White, and Strict Middling 
Tinged through Low Middling Tinged, are represented in physical 
form by boxes of standards which are prepared by the Department of 
Agriculture for distribution to cotton classers. The other 14 grades 
ae descriptive. Official standards for staple length have also been 
promulgated by the Department. They are represented by physical 
samples which are prepared and distributed by the Department. 

Under the Smith-Doxey Act, producers who form organized groups 
for cotton improvement and who comply with certain requirements are 
entitled to have their cotton classed by U.S. Government classers with 
out paying a fee. The samples submitted for this classification serv- 
ice must be sealed samples drawn by means of an automatic sampler 
or be cut from both sides of the bale by a bonded sampler or a public 
warehouseman who issues negotiable receipts. A cotton classification 
memorandum form 1 (green card) showing the official grade and 
staple length of each sample is issued by the AMS classing office serv- 
ing the territory where the cotton is ginned. The samples become 
the property of the Government after classification. The class cards 
may be used by the farmers in selling the cotton or obtaining CCC 
loans. Approximately 90 percent of the cotton ginned in the United 
States is classed under the Smith-Doxey Act. 
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A classing service for obtaining loans is also provided for producers 
who are not members of organized cotton improvement groups under 
the Smith-Doxey Act or who do not avail themselves of the classing 
service provided under that act. A fee of 25 cents per sample js 
charged. Classification for the general public, for foreign cotton and 
for certification on futures is also provided on a fee basis of 25 cents 
‘per sample. 


A, COTTON CLASSING STANDARDS IN RELATION TO IMPROVED TEXTILE 
MACHINERY 


The House Appropriations Committee in its House Report No, 
1584, page 22, dated March 28, 1958, made the following statement 
pertaining to the cotton classing standards: 


Testimony before the committee indicates that significant improvements are 
being made in equipment for cleaning, bleaching, and other operations of the 
textile industry, which change the relative values in use of various cottons. 
In view of this development, it is believed that a change in the cotton classing 
standards of the Department might be in order. Therefore, the committe 
Tequests that the Department conduct a special study during the next year on 
this subject and be prepared to make recommendations at the next session of 
Congress. 


In connection with this study, Mr. Rodney Whitaker, Deputy 
Director, Cotton Division, AMS, advised this staff on September 8, 
1958, that: 


During the past several months we have discussed equipment for cleaning, 
bleaching, and other textile operations with officials of cotton mills both in 
this country and abroad. These officials are not aware of any improvements in 
this equipment which would require a change in the official cotton standards 
Based on our studies and on opinions expressed by some producers, shippers, 
and spinners, developments in recent vears in methods of harvesting and in 
cleaning, drying, and other equipment at gins have resulted in changes in the 
leaf, color, and preparation of cottons prior to baling. A good example is the 
use of lint cleaners at gins to remove leaf and foreign matter from cotton in the 
ginning process. A recent report on gin equipment showed that 51 percent 
of all gins were equipped with lint cleaners in 1957 compared to a negligible 
proportion in 1945. Many gins are now being equipped with 2 or 3 lint cleaners. 
In some cases the use of multiple lint cleaners results in cotton having a grade 
factor for leaf which is from 1 to 3 grades higher than the grade factor for 
color. Such abnormal leaf color combinations are becoming more common with 
the greater use of lint cleaners and they present problems in both classification 
and standardization. 

In order to determine the adequacy of the current universal standards for 
grade of upland cotton, a thorough survey and study is being made of upland 
cotton produced throughout the Cotton Belt this year. A similar study was 
made of the 1957-58 crop and most other recent crops. Basically, these studies 
entail collection of typical samples classed into each grade in all our classing 
-offices throughout the ginning season and then a selection by our standardization 
staff of the samples considered most representative of each grade. The samples 
finally selected for each grade are assembled into grade boxes for compariso 
with the official grade standards. Wherever possible, the standardization staf 
uses laboratory instruments in measuring quality factors in standards. The 
results of the study of the 1957-58 crop were presented in July 1958 to a small 
working group of expert classers representing domestic producers, shippers, and 
spinners. It was the consensus of this group and our staff that the current 
universal standards were adequate for classification of the 1958-59 crop but that 
the need for revisions in the light of changing harvesting and ginning methods 
should be further studied. 


The results of the 1958-59 study will be presented to delegates to the Universal 


‘Cotton Standards Conference scheduled for Washington in May 1959. These 
results will be considered in appraising the need for revision in grade standards. 
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In the meantime, the foreign signatories to the Universal Cotton Standards 
Agreement and the domestic cotton producers, shippers, and spinners have been 
apprised of the paragraph on cotton standards contained in the House Appro- 
priation Committee’s Report No. 1584. All of these groups have been requested 
to submit views and recommendations to guide us in the study of the 1958-59 


“We will await the results of the study of the 1958-59 crop and the views 
expressed by interested parties at the 1959 Universal Cotton Standards Con- 
ference before deciding whether to recommend changes in the standards. Some 
signatories to the Universal Cotton Standards Agreement have indicated in re- 
cent discussions that they want to split grade descriptions for light spotted 
cotton made official standards. The present official standards for spotted cotton 
are descriptive grades (represented by written descriptions rather than actual 
boxes of samples) but some groups, particularly the domestic shippers and for- 
eign signatories, have previously recommended changing these standards from 
descriptive to physical standards represented by boxes of samples. Proposed 
grade boxes for spotted cotton have been made available to the public for the 
past several years on a “field trial” basis. 

In addition to our annual surveys and studies of standards and the special 
study requested this year by Congress the Department is presently establishing 
a pilot testing plant in cooperation with Clemson College that will be partially 
used in standardization and quality measurement research. 

This staff discussed with the various segments of the cotton industry, 
including producers, merchants, and mills, the question as to whether 
the Department’s classing standards have kept pace with the changing 
value of cotton to the oe due to improved textile machinery 
and related processes. The persons interviewed did not believe there 
were any significant changes in textile machinery which would neces- 
sitate any changes in the classification standards. Representatives of 
the cotton mills advised that improvements have been made which have 
reduced their processing costs and speeded up their operations. These 
improvements include increasing the speed of the spinning machines, 
using larger yarn bobbins, and increasing the number of spinning 
frames assigned to each spinner. The = effect of these spinning im- 
provements on raw cotton requirements has been a greater need for 
cotton of good spinning quality to meet the demands of higher produc- 
tion speeds. The mill operators advised that during the last year or 
somany mills found the combination of high prices and poor spinni 
quality in higher grades of cotton raised the cost of the usual — 
goods produced to a noncompetitive level. It was necessary therefore 
toswitch to the lower grades in order to produce products in a one: 
tive price range. The increase in manufacturing costs as a result of 
using lower grow cotton is offset by the variance in the price of the 
cotton. However, some mills which have to satisfy discriminating 
customers cannot use the lower grade cotton. 


B, EFFECTS OF CERTAIN GINNING PROCESSES ON SPINNING QUALITY OF 
COTTON 


The mill operators are concerned with the effect of the present gin- 
ning methods which they claim raise the grade of the cotton but cause 
considerable damage to the spinning quality which is not reflected in 
the classification of the cotton. In this respect, they feel the producer 
18 getting more than the cotton is worth. They feel that (1) consider- 
able research must be done to determine the extent of the damage to 
the cotton fiber by present ginning methods and (2) improved meth- 
ods should be developed for measuring the spinning qualities of cotton 
In order that spinning qualities can be reflected in the standards. 
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In the fall of 1957 the Marketing Research Division, AMS, in coop. 
eration with the American Cotton Manufacturers Institute, Nationa] 
Cotton Council, and Institute of Textile Technology, began a study to 
determine the effects of certain gin drying and cleaning practices on 
fiber qualities, mill processing performance and costs, and the quality 
and value of the finished cloth. The Department issued a report in 
August 1958 covering a segment of this study. The following sum. 
mary and conclusions were included in this report: 


The growth in recent years in the number of cotton gins installing and using 
additional cleaning and drying equipment has raised questions as to the effect of 
these cleaning practices upon the quality and value of cotton fiber. If, as has beep 
alleged, these cleaning practices seriously impair the fibers’ processing potential 
and utility, market outlets for cotton may be seriously affected. 

Results of this study indicate that the use of additional overhead cleaning equip 
ment, the reduction in lint moisture, and the use of lint cleaners substantially 
improve the grade of the cotton, but at the same time other quality changes occu 
which will significantly increase the cost of processing at the mill. 

These general conclusions are based upon data currently available from lab 
oratory and mill tests of lots of cotton harvested by machines from a field in 
California during the 1957-58 season. These lots were subjected to varying levels 
of overhead cleaning, drying, and lint cleaning. The most intensive cleaning 
methods used in the test are in excess of levels usually recomended by ginning 
laboratories or cotton technologists. Samples of cotton were taken at all stages 
for laboratory evaluation. All lots were processed under uniform conditions ina 
commercial mill into a standard print cloth. 

The use of additional overhead cleaning equipment in gins and reduction of 
moisture content of lint adversely affected the length of fiber as determined by 
the fiber array method. This adverse effect was evident in samples of lint taken 
as the bale left the gin and also in samples taken at several stages in processing in 
the mill. Lint cleaners did not appear to exert a significant influence upon 
length. 

A reduction in moisture significantly increased the proportion of fibers shorter 
than one-half inch in the samples taken as the cotton left the gin and at all 
subsequent stages in mill processing. The adverse effect of the use of additional 
overhead gin cleaning equipment upon the occurrence of short fibers did not 
appear in samples taken at the gin, but was evident in samples taken at various 
stages in processing at the mill. Statistically, lint cleaners did not appear 
to affect the occurrence of short fibers at any stage. 

The results revealed no significant relationship between Pressley strength 
measurements of fiber as it left the gin and any cleaning methods. However, 
for samples taken at various levels of mill processing, it was found that there 
was a slight, but significant, difference in strength due to differences in moisture 
levels. The analysis indicated that the use of overhead gin equipment and lint 
cleaners resulted in significant differences in strength, but this result was not 
consistent at all levels of processing. 

Results from the Shirley analyzer indicated, in most instances, that 4 
reduction in moisture and the addition of overhead and lint cleaning equip 
ment all reduced visible foreign matter. However, mill waste was significantly 
affected only by the differences in overhead and lint cleaning equipment. 

Use of more elaborate cleaning practices at the gin appeared generally to 
have a small adverse effect upon the yarn appearance index and upon the break 
factor but, because of some inconsistencies, these results were not conclusive. 

Neps in card web were significantly increased when additional overhead 
equipment at the gin was used, but did not appear to be affected by lint cleaners 
or differences in lint moisture levels. 

Ends-down (yarn breakage) in spinning both 30s and 40s yarns were 
significantly increased when moisture was reduced during ginning and by the 
use of lint cleaners. Differences in overhead equipment did not appear to be 
significantly related to the occurrence of ends-down. A high positive correla 
tion was found to exist between the occurrence of ends-down and the proportion of 
short fibers. About 64 percent of the variation in the ends-down in spinning 308 
yarns and 86 percent in spinning 40s yarns was associated with variations in | 
the proportions of fibers shorter than one-half inch. 
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Prior to 1946 or 1947, mills were using higher grades and. longer 
staples because of the increase in the speed of their spinning opera- 
tions. With the advent of machine picking on a noticeable scale about 
1946-47, the cotton being brought to the gins was found to contain more 
trash and moisture. To counter this condition, the gins began to add 
additional lint cleaners to their ginning processes to improve the grade 
of the cotton they ginned. By 1957-58, 32 percent of the crop was 
being machine picked. 

Hand-picked and machine-picked cotton require different ginning 
processes. It is estimated that machine-picked cotton averages 132 
pounds more trash in the quantity of seed cotton required to produce 

a 500-pound bale and 3 to 4 percent more moisture than hand-picked 

cotton. For years, cotton has been ginned in the order in which it 
arrived at the gin. Under present ginning practices of turning out a 
bale of cotton every 6 to 10 minutes, there is not time to adjust the 
machinery and drying temperatures to gin the different types of seed 
cotton according to the method by which it was picked. Accordingly, 
the gins are now being encouraged to change their ginning from a 
first-come-first-served basis to a schedule of ginning hand-picked or 
machine-picked cotton at certain times or on certain days. This pro- 
cedure is called grouping in the trade. 

The staff was furnished material by representatives of the National 
Cotton Council showing a comparison of the monetary values of (1) 
a hand-picked bale of cotton when ginned correctly by methods de- 
signed for hand-picked cotton and when ginned by methods designed 
for machine-picked cotton: and (2) a machine-picked bale of cotton 
when ginned correctly by methods designed for machine-picked cotton 
and when ginned by methods designed for hand-picked cotton: 


Hand-picked cotton (8-9 percent moisture) 








hand-picked cotton machine-picked cotton 


T 
| Ginned by methods for | Ginned by methods for 


Grade... _- | M.. . SM. 

Staple... . i LiKe inches... ; | 1442 inches. 

Lint moisture. - . ‘ 6-7 percent_-- | 3-4 percent. 

Bale weight . - s 500 pounds. ..-. ’ | 481 pounds (weight loss due to 
removal of moisture and 
trash). 

Lint value (per pound, 1955 loan, aver- | 35.50 cents... on 35.50 cents. 

age location). 
Bale value... ...--- bie va} 177.00. --- $170.75. 





Notr.—Loss per bale by not grouping for proper ginning, $6.75. 


Machine-picked cotton (11-12 percent moisture) 























Ginned by methods for Ginned by methods for 
machine-picked cotton hand-picked cotton 
Grade. ___ ee re yo --| LM. 
Staple i Poem _.| 1Me6 inches ; ..| 16 inches. 
Mab ES =. 35. fuk acedeede ada hi _.| 7-8 percent. 
i | 500 pounds... ; ..| 523 pounds (weight gain due 
| to extra moisture and trash). 
Lint value (per pound, 1955 loan, aver- | 33.80 cents.....---. .-| 31.05 cents. 
age location), 


Satta cilinictiningieysinllenanipntodes | $169... ... aoiead -------| $162.39, 
' 


Nore.— Loss per bale by not. grouping for proper ginning, $6.61. 
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The foregoing comparisons were based upon data developed by the 
National Cotton Council and U.S. Department of Agriculture Gin. 





nae Laboratories. infor 
Mr. George S. Buck, Jr., of the National Cotton Council, in, og 
speech in September 1958, discussed the use of mechanical harvester roe 
and modernized ginning equipment. He stated: marl 
* * * these two developments are interrelated and interdependent. Shor. + 
ages of farm labor and rising costs necessitated the mechanization of the e. cot 
pensive hand-picking operation in many areas of the U.S. Cotton Belt. Logs} -¢. 
of grade, however, due to higher content of trash and foreign material in th} DE 
mechanically harvested cotton at one time seriously threatened this essentia] | —_ — 
development. To maintain the farmer’s return, so closely associated with th 
grade of the cotton, ginners modernized their equipment by adding various type 
of stick, leaf, and burr extractors, as well as tower dryers and lint cleaner, 
The question now arises: Is a Middling inch cotton which was hand picked ani 
ginned under the old conditions the same in spinning and use value as a Middlix | —— 
inch cotton which was machine picked and then processed through one of to | 1933... 
day’s elaborately equipped gins? This question has led to considerable cop = 
troversy in the United States. There is a body of evidence which shows that, at | i956, 
least under some conditions, these two cottons do not have the same value to mills } 1957. 
Their spinning performance may differ. In some cases the difference can bk | —— 
detected by a competent classer prior to spinning, but in other cases these differ. 
ences are not so apparent. This, then, is one of the basic quality evaluation T 
problems our industry must resolve. * * * nun 
Mr. Buck mentioned several tests which had been made concer: } thal 
ing the effects of these practices on the quality of cotton, and then | i! 
stated : pric 
Yet in spite of all of this activity, all this research and testing, much of th ee 
information we have gained is still fuzzy, uncertain, controversial. The mil- uc 
scale spinning tests and the fiber tests leave an important gap in our information > cely 
Mill reports on particular cottons differ, probably because of differences i | The 
equipment and processing conditions. There seems to be no doubt that cotton 195 
can be damaged by elaborate ginning procedures, particularly if it is overheated § — 
before the mechanical working it receives at the gin. However, it has not bee TOS} 
established that cotton cannot be ginned by this same equipment without sig } tert 
nificant damage if the ginning is under adequate supervision and control. * ** em 
the 
C. COTTON CLASSING STANDARDS IN RELATION TO PAYMENTS TO Wo 
PRODUCERS reff 
‘ , | Th 
Mr. Whitaker advised as follows with respect to the use of split} 4. 
grades in classing cotton and whether the standards being used result} (,, 
In proper payments to the producers : the 
It should be noted that split designations are not used in substitution for of tr 
ficial grade designations but, where applicable, are used to describe a standari | [Jp 
grade in greater detail. Basically, split grades are in the nature of half grade loa 
that oftentimes bring premiums in the market place. In response to long cot val 
tinued and urgent demands by farmer interests the Department undertook it a 
1947 to use split grades in classing cotton for farmers under the Smith-Doxey . 
Act. Cla, 
A producer having grade and staple information on his cotton is certainly it Tes 
a better position to bargain for a fair price than a producer who does not have an 
such information. Practically all cotton is sold on the basis of grade and staple th 
length although there are many other quality factors such as strength, ma € 
turity, fineness. and length uniformity that also effect the ultimate spinning utility | neg 
of cotton. Since the standards being used represent only grade and staple fib 
length, we cannot say they fully reflect the true spinning utility of cotton. The act 
world pricing system for cotton, however, is based largely on grade and staple ott 


determinations and, faulty as it may be, classing seems to be the only practical | : 
system now available for grading cotton. Progress is being made in the labort Mi 
tory and it is to be hoped that a more objective grading system will eventually | me 
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be developed. Even though the grading and pricing system currently used for 
cotton is not perfect the farmers do have access to much more quality and price 
information than in earlier years, particularly before passage of the Smith- 
Doxey Act in 1937. Almost 90 percent of the crop is now classed for farmers 
and much of it is sold on the official class. This contrasts with the earlier prac- 
tice of “hog-round” selling by farmers with little price recognition in local 
markets of the better qualities. 


The following statistics obtained from AMS show the percentage of 


cotton classed as spotted and light spotted for the crop years begin- 
ning August 1, 1953, through August 1, 1957: 





Percent of total ginnings | 


Crop year beginning Aug. 1 classified as spotted (in- Percent of total ginnings 
cludes bales classed as | classified as light spotted 
light spotted) | 

| 
1953...-- . rhe sal teers eae ...----| Not available. 
Bids... 0352.3 REESE: ” Ee fz. 0g 
re 4s «52 bob Ways <bke ob ances e ase Meee sss ada pall Do. 
eS tiie inka hodbs aq pordialy Giesie right 16.8 (2,212,816 bales) ---- --| 14.9 (1,962,768 bales). 
i inwnbewransdeqocccocqcnansdasencees] Sisk Ged IMME) .22.--<.-| ae) Ces eee. 





The foregoing summary indicates a considerable increase in the 
number of bales being classed as spotted cotton and also indicates 
that of the total spotted cotton, about 89 percent was light spotted 
in 1956 and about 70 percent was light spotted in 1957. Since the 
price support loans for these years did not provide for any difference 
in the discounts between spotted and light spotted cotton, the pro- 
ducers whose light spotted cotton was put into the loan program re- 
ceived the same price as those whose cotton was classed as spotted. 
The loan discounts on Middling 1-inch spotted cotton for crop years 
1956, 1957, and 1958 was approximately $22, $29, and $36 ~ bale, 
respectively. The producers with light spotted cotton had the al- 
ternative of selling their light spotted cotton to the trade at prices 
poeey higher than the loan rate for spotted cotton. However, 
the producer associations and the trade agreed that the producer 
would get a higher price for his light spotted cotton if the loan rates 
reflected separate discounts for spotted and light spotted cotton. 
They stated that this situation should be remedied by the Agricultural 
Act of 1958 which provides in part that: Beginning with the 1959 
crop, in adjusting the support price for cotton on the basis of grade, 
the Secretary shall establish separate price support rates for split 
— and for full grades substantially reflecting relative values. 
Inder this provision of the act the Department will establish separate 
= rates for spotted and light spotted cotton reflecting their relative 
values, 

The various segments of the cotton industry agreed that present 
classification standards do not reflect the true value of cotton with 
i to its spinning quality. The classification is based on grade 
and length of staple only. Generally no consideration is given to 
the elements of character which include tensile strength, fiber fine- 
ness, length uniformity, spiralty, pliability, and cohesiveness of the 
fibers. There are no standards for classing these properties of char- 
acter. Some of them are measurable with laboratory instruments but 
others are not. Generally the trade felt that at the present time the 
Micronaire test for fiber fineness and maturity was the only additional 
measurement which could be included in the classification of pro- 
ducers’ cotton on a practical basis. Mr. Edward J. Overby, Director, 
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Cotton Division, AMS, advised with respect to the Micronaire test 
that: 


This measurement is probably the one that is most widely recognized and use 
along with grade and staple determinations in commercial transactions. We 
have received some requests, including several from Members of Congress, tp 
give consideration to making micronaire determinations on cotton classed for | 
farmers. A question as to whether micronaire determinations should be made 
on all cotton classed for farmers was asked a panel at the Spinner-Breeder 
conference in Lubbock in October 1958, and the panel indicated it thought such 
action would be desirable. This opinion of the panel was not contested by 
unyone in the audience. 

The rules of cotton futures exchanges now require that all cotton delivered 
on futures have a micronaire reading of 3.5 vr higher. 

Many of the larger cotton firms now provide for price discounts for cotton 
having a micronaire reading of less than 3.5. For example, discounts for 
cotton with micronaire readings of 3.0 to 3.4 have been reported in several ip 
stances at about 1 cent per pound ; discounts for readings from 2.5 to 2.9 at about 
2 cents per pound; and discounts for readings below 2.5 from 3 to 5 cents per 
pound. During the 1957-58 season in the South Plains of Texas, discounts at 
times ranged from 12 to 20 cents a pound for some cotton that was reduced in 
staple length because of defective character and was therefore ineligible for 
the CCC loan program. Cotton that is reduced in staple length for defective 
character generally has a very low micronaire reading. As far as we know 
little if any premium has been paid for cottons having a reading of more than 35, 


Published data is available on the estimated micronaire for the 1957-58 crop | 


in the South Plains area of Texas. Ginning in the counties included in this 
micronaire study totaled more than 1.5 million bales for the season. The esti- 
mate shows that 13 percent of ginnings had micronaire readings of less than 
2.5; 31 percent had readings of 2.5 through 2.9; 19 percent had readings of 30 
through 3.4: and 37 percent had rendings of 3.5 or higher. Based on this esti- 
mate, 63 percent of tutal ginnings in the urea had micrunaire readings of les 
than 3.5 and were therefore untenderable on futures. 

If all cotton that is classed for farmers were to be tested by the micronaire, 
it is probable that CCC would take this quality factor into account in establish 
ing loan differentials. If such differentials were based on actual prices in spot 
cotton markets, as is done in establishing premiums and discounts for grade and 
staple, micronaire would seem likely to be only a discount factor at this time 

Until such time as the commercial pricing system provides for premiums a 
well as discounts for micronaire the inclusion of such values on classification 
certificates issued to farmers would tend to lower the dollar value the producer 
receives for his cotton. Moreover, it appears that producers in the South Plains 
area of Texas would have suffered dollarwise in the 1957-58 season even if i 
pricing system that provides premiums for high micronaire cotton had been in 
effect. 

It is possible that including micronaire determinations on all cotton classe 
for farmers would tend to raise the level of prices for all cottons with micro 
naire readings of 3.5 or higher even though no premiums might be paid for 
high micronaire cotton as such. If micronaire readings were available with 
grade and staple length on farmers’ cotton classification certificates, buyers 
would have a means of culling out undesirable micronaire cotton before pur 
chase and this might increase the competition for good micronaire cotton. . 

We think that a large majority of producers do not understand micronaire 
values at this time. The same might also be said of some shippers and spinners. 
More educational work as to the meaning of fiber fineness and maturity determ 
nations on the micronaire instrument would certainly be desirable before at 
tempting to place this measurement in the classing system on a general scale 
The micronaire instrument reads the relative fineness or coarseness of the fibers 
which reflect for most cottons the maturity of the fibers. For most varieties & 
micronaire reading of less than 3.5 indicates fine fibers that reflect immaturity. 
Such cottons are generally undesirable from a standpoint of spinning perform 
ance and yarn appearance. On the other hand, cotton having fine fibers that 
are mature may be highly desirable. The fibers of a few strains of cotto. 
particularly Acala 1517, are naturally fine. Even though the fibers may 
mature and desirable, micronaire readings for these cottons will be lower thal 
for other cottons that are comparable as to maturity but that are naturally | 
coarser fibered. Situations of this kind need to be understood and recognized by 
transaetions involving micronaire readings. t 
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II], Comparison oF CCC’s anp Exporters’ CLASSIFICATION AND SALES 
Price or Corron 


A. RECLASSIFICATION OF CCC COTTON AFTER SALE TO EXPORTERS 


CCC cotton export programs NO-C-7 and NO-C-8 provided that 
final settlement of CCC’s sale of cotton to a purchaser would be 
based on (1) reweights of the cotton at time of sale and (2) the classi- 
fication of the cotton as shown in the catalog unless the purchaser 
had the cotton reclassed by the Board of Cotton Examiners of USDA, 
in which case final settlement would be based on the reclassification of 
the cotton. 

Approximately 83 percent of all cotton sold under export sales pro- 
grams NO-C-7 and 8 was reclassed downward resulting in refunds of 
approximately 113 million dollars to exporters. The Department ad- 
vised the Agricultural Subcommittee of the Committee on Appropria- 
tions, House of Representatives, that the “Differences in the classifi- 
cation of bales at the time of entering the Commodity Credit Corpo-- 
ration (CCC) loan program and at the time of reclassification when 
the bales are sold by CCC may result from a number of different 
factors. Some of the more important of these are as follows: (a) 
changes in color and other quality factors of the cotton while in stor- 
age; (b) variations in the cotton itself; (c) variations in classing 
from time to time as a result of the human element; (d) culling of 
loan stocks through selective purchases of bales by cotton buyers; (e) 
occasional clerical errors on the part of Division employees; and (f) 
occasional errors at the gin or warehouse in the identification of bales 
at the time of sampling. Probably the most important factor con- 
tributing to lower grades assigned bales in reclassification for sale 
purposes is the deterioration of color and quality factors while in 
storage.” 

The staff prepared from the New Orleans Commodity Office rec- 
ords a tabulation on 8,075 bales, selected at random, which were pur- 
chased under announcement NO-C-7 and 8 and reclassed. The tabu- 
lation follows: 


Results of reclassification with reference to grade and staple under sales 
NO-C-7 and 8 














Raised in Lowered in No change in 
classification, | classification, | classification, 
percent percent | percent 
Se ete ee err erie ene eae axe 
Color, leaf, and preparation | 
a oe | 24.4 27.0 48.6 
NO-C-8_....- -| 18.5 21.2 60.3 
Both programs ; beh ow Rees 21.3 | 23.8 | 54.9 
White to spotted: 
NO-C-7__......- it Paaain aaknt 83.0 17.0 
NO-C-8.. «al ‘ ; Be whee wiped cicbatal 75 25. 
Both programs : ie ; led 78.8 21.2 
Staple: 
NO-C-7._. 2 aie se 4.9 65. 6 29.5 
NO-C-8 . 10.7 60.3 29.0 
Both programs bo Jeusask ooaue 8.0 62.7 29.3 
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The above tabulation covering 8,075 bales indicates that 63 percent 
of the total bales were reclassed downward in staple length, 29 percent 
remained the same, and & percent were reclassed upward. 

Mr. Rooney Whitaker advised the staff as follows with respect to the 
effect of storage on the staple length of cotton: “As far as we know 
there is no scientific information available showing conclusively that 
proper storage has any effect on staple length of cotton. Domestic 
mills have complained from time to time about deterioration of staple 
in storage. This has been particularly notable with respect to CCC 
loan stocks marketed in recent years.” 

The Department has made no study to determine the number of bales 
downgraded because of staple length. 

Generally, the various segments of the trade agreed with the state- 
ments by the Department with respect to the reasons for the down- 
grading of the cotton purchased from CCC. Mr. Harmon Whitting- 
ton, president, Anderson, Clayton & Co., in response to the staff’s re- 
quest for his views regarding the reclassing of CCC cotton sold to 
exporters, furnished a written statement previously prepared by his 
company. This statement indicates that the cotton sold under the 
earlier sales programs included stocks produced as far back as 1951, 
and states, in part: 

For several years the USDA classers, when classing for the loan, were very 
liberal in their ideas of class for grade, color, preparation and staple; and par- 
ticularly so as regards color because the Government official grade boxes carried 
noticable color * * *. The complaints about the certificated stock andthe com- 
plaints from mills about the color in the official boxes resulted in the USDA's 
promulgating new official boxes containing less color. These are the boxes now 
used in classing the cotton being sold by CCC and also for cotton being classed 
for the 1956-57 loan. The classification boards are more accurate than they 
were a few years ago. In classing against these new standards they cannot do 
anything but call the cotton down for coler, with a resultant claim on the CCC. 

All of the mill representatives interviewed advised this s‘xff that 
some of the cotton which was reclassified as “spotted cotton” because it 
had “creamed up” in storage, did not suffer any loss of spinning utility 
and, therefore, this cotton at the spotted price was profitable to the 
mills. Itis noted from the preceding table that 79 percent of the bales 
sampled were reclassed downward from white to spotted and the bal- 
ance of 21 percent were unchanged. _ However, mill representatives 
pointed out that cotton from the current crops which was spotted as a 
result of weather conditions and other factors was not equal to the 
corresponding white grades in spinning and finishing performance. 

Mr. Overby on October 13, 1958, furnished the following statement 
regarding the reclassing downward of CCC cotton because of color, 
and the possible effect of the promulgation of new physical standards: 

* * * it is true that in the revised standards the dividing line between the 
~white and spotted grades was moved toward the white side and the white 
grades, therefore, reflected less yellow color than the old standards. The change 
in the standards toward whiter cottons would, of course, make some cottons 
classed white on the old standards prior to August 1953 more likely to be re 
classed spotted during any reclassification subsequent to August 1953. How- 
ever, based on our experience and studies with cottons in storage the major 
contributing factors to a change from white to spotted or even lower grades 
during any later reclassification is the change in the color of the cotton itself 
during storage. We would certainly expect that most cotton classed white 
prior to August 1953 would be reclassed several years later as spotted or possibly 


tinged even if no change whatsoever was made in the standards. We want to 
emphasize that it is our opinion that deterioration in the color of cotton during 








sew ULM OR eS eS aeezroe 22 


onus 


fecorprest ear 


gas bo Sets os 2 


a St ped te cP ES 





cent | 


cent 


» the 
now 
that 
estic 
aple 


Y 1: 
ales 


tate- 
»wn- 
ing- 
S re- 
d to 
r his 
- the 
(951, 


very 
| par- 
rried 
com- 
DA's 
; now 
assed 
they 
ot do 
CCC. 
that 
ise It 
ility 
» the 
pales 
bal- 
tives 
as 4 
» the 
ce. 
ment 
olor, 
rds: 
n the 
white 
lange 
ittons 
ye Te 
How- 
najor 
rades 
itself 
white 
ssibly 
nt to 
uring 


449 


storage is the major factor accounting for lower grades when the cotton is 
subsequently reclassed. 

While we would agree with the exporter that the old standards reflected more 
color than the revised standards, we want to point out that it would be neces- 
sary to have freshly prepared sets of both the old and new standards to make 
an accurate comparison. It is possible that the exporter compared an aged 
set of the old standards with a freshly prepared set of the new standards and 
the comparison reflected an exaggerated difference in color. 

The exporters and individual mill representatives generally believed 
that AMS did a good job in classifying cotton, particularly in recent 
years, but that the classers might be influenced at times by pressure 
from producers. However, AMS and the producer a as- 
sociations advised that pressure is also applied by the buying seg- 
ments. The executive committees of the North Carolina and South 
Carolina cotton buyer’s associations commented as follows with re- 
spect to the Government’s classification of cotton: 

It is our opinion that the Government’s classification of cotton is very poor. 
The producers are planting seed which they think should produce 1g¢ inch and 
1%. inch cotton. Regardless of what length their cotton may actually be, if 
the Government classers don’t class their cotton in those staple lengths, they are 
on top of their Congressman and the Congressmen are on top of the Agriculture 
Department. Anyone can surmise the answer, regardless of how accurate every- 
one wants to be. 

The classing of cotton is an art and not an exact science. However, well 
trained and experienced classers can make a reasonably accurate judgment of 
spinning quality. The Government has some well trained and experienced 
cotton classers. However, we consider it an impossibility for the Government 
to gather together full-time and part-time classers of the necessary ability to 
class all the cotton they have to class for the producers as fast and in as.short 
a time as they have to do it. In view of the task involved, the Department of 
Agriculture has been given a job that cannot be done even in the neighborhood 
of reasonable accuracy, on the basis of their present setup. Therefore, what 
they are doing is tragically erroneous, and is a detriment to the producer and 
the entire cotton economy. 


As previously pointed out, the classification of cotton is an inexact 
science and dependent to a large extent on judgment. In discussing 
the accuracy of Government classification with various segments of 
the trade, conflicting views were presented to the staff. It appears 
that a clear resolution of the conflict in views cannot be made. 


B. COMPARISON OF COC’S AND EXPORTERS’ CLASSIFICATION OF COTTON 


To determine the grades of particular bales and lots of cotton at 
the time of the loan thereon, at the time of sale by CCC to the ex- 
porter, and at the time of sale by the exporter to the foreign customer, 
the staff reviewed various cotton sales records of the New Orleans 
commodity office and selected therefrom certain tag lists (lists of bale 
numbers) upon which to base the above comparisons. These records 
reflect the class assigned to the bales at the time of the loan thereon as 
well as the class at the time of the reclass after sale. 

Under export sale NO-C-7, whereby CCC disposed of approxi- 
mately 1 million bales, the purchaser was required to export the iden- 
tical bales purchased. This requirement permitted the staff to make 
Its selection of tag lists from any of the sales under this program. 
Tag list selections were made from sales to 10 exporters including the 
5 pent purchasers, and such selections included those tag lists on 
which the average refund per bale as a result of reclassification was 
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high. The tag list selected contained 11,027 bale numbers, or ap- 
proximately 1.1 percent of the bales sold under NO-C-7. 

The following tabulation discloses the results of reclassification of 
the above bales, based on records of the New Orleans commodity 


office: 





Results of reclassification Number of Percent of 
bale ; 


total 


Raised in classification - ---_- el at = janet 161 | 1 
Lowered in classification. . E : ad ae 10, 063 | 91 


6 
.2 
No change in classification 7.3 


PE Macnccheee cheba ae neat : ; ion dine aehn ne | all 100.0 


Under export sale NO-C-8, whereby CCC disposed of approxi- 
mately 7,700,000 bales, the purchaser was not required to export the 
identical bales purchased from CCC, provided the purchaser exported 
other cotton weighing at least the same as those bales purchased under 
this program. Under this program, however, certain exporters did 
notify the New Orleans commodity office of their exportation of bales 
identical with those purchased. Accordingly, the staff acquired for 
this analysis tag lists pertaining to all of the bales known to have been 
exported on an identical bale basis. The tag lists selected contained 
53,955 bale numbers, or approximately 0.7 percent of the bales sold 
under NO-C-8. 

The following tabulation discloses the results of reclassification of 
the bales selected by the staff, based on records of the New Orleans 
commodity office: 





Results of reclassification ae of Percent of 
ales 


| 
I tit cen iapaaaeadimkwiemintial 4,971 9.2 
Lowered in classification ...............-.-.--.- ea cunetebhesecueieckeuseinze 42, 366 78.5 
I NNN gin a sie Shere cus cwenatiibebenvakdnmicmspanadls 6, 618 123 





The bales selected for this analysis were purchased by 22 different 
exporters situated throughout the Cotton Belt and in New York 
City. The staff contacted 14 of these exporters located in Dallas and 
Houston, Tex.; Memphis, Tenn.; New Orleans, La., and New York 
City to secure information as to export prices and classifications of 
cotton purchased from CCC. 

Concerning the comparison of the grade and staple classification 
applied to the cotton at the time it was reclassed with the grade and 
staple classification applied to the cotton by the exporter at the time 
it was exported, all exporters contacted by the staff advised such 4 
comparison was not feasible. Most exporters estimated they sold 7 
to 80 percent of their cotton by types or on the basis of actual samples 
and not on the basis of official standards. They explained that either 
the exporter or the buyer would prepare a sample, a specimen of cot- 
ton representative of the cotton offered for sale or that which was de- 
sired by the buyer. These samples are or were capable of being classi- 
fied within one of the U.S. grade and staple designations. However, 
most of these samples were not categorized as to grade and staple 
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classification by the exporter. In addition, the samples are no longer 
in existence, whereby the grade and staple classification could be es- 
tablished by classing now in accordance with U.S. standards. Also, 
according to all the exporters contacted, in those instances where the 
exporter did describe the cotton by grade and staple at the time of 
export, such classification, in accordance with trade practices when 
shipping to certain foreign customers, is at its maximum tolerance. 
Often the cotton is described as a grade and/or staple higher than it 
would command domestically because of the leniency of certain buy- 
ers for foreign mills in classing the cotton. Finally, seen to 
the exporters, many buyers for foreign mills encourage the applica- 
tion of grade and staple higher than its actual classification, if the 

rice is commensurate with the actual classification, in order that the 
naer can support his claim of possessing shrewd buying tactics by 
his ability to purchase grades and staples of cotton at prices lower 
than the prices quoted on the markets for the same grades and staples. 

Of the 14 exporters contacted by the staff, only 2 were able to fur- 
nish their descriptive grade and staple, at the time of export, of those 
bales of cotton selected by the staff for this survey. 

The staff’s review of 385 bales sold by 1 exporter disclosed that 379 
of these bales were sold to the foreign importer at a class higher than 
the reclass at time of final sale by CCC, and 289 bales were sold at a 
class higher than the original loan class. The review of 273 bales sold 
by another exporter disclosed that 255 bales were sold to the foreign 
importer at a class higher than the reclass and 115 bales were sold at 
a class higher than the original loan class. 

Of the 658 bales mentioned above, 482 were reclassed as spotted or 
light spotted. Only 17 of these bales were resold by the exporter as 
spotted or light spotted cotton. 


C. COMPARISON OF CCC’S AND EXPORTERS’ SALES PRICE OF COTTON 


Notwithstanding the classification it would appear that the price at 

which an exporter was willing to sell his cotton and the price at which 
the foreign buyer was willing to purchase, would be a reasonable in- 
dication of the value of the cotton. Accordingly, all exporters con- 
tacted by the staff were requested to furnish the prices at which they 
sold those bales appearing on the tag lists selected by the staff from the 
sales records of the New Orleans commodity office. 
_ Of the 14 exporters contacted, 5 were unable to furnish the desired 
information. Anderson, Clayton & Co., Houston, Tex., furnished 
their available records. A study of these records by the staff resulted 
in developing only the averaged costs, averaged handling charges, and 
averaged selling prices on a very small number of bales. The records 
were not conducive to accurately acquiring the information desired. 
However, the sampling performed by the staff, the accuracy of which 
isin doubt because of the necessity of averaging, disclosed that profits 
per bale, before overhead was deducted, ranged from an averaged per 
bale loss of $8.45 to an averaged per bale profit of $18.15. 

A. Campdera and Co., Inc., Dallas, Tex., refused, on the advice of 
their counsel, to furnish the information desired by the staff because 
the staff members could not guarantee the company immunity from 
litigation should any information furnished be subsequently deter- 
mined to be detrimental to Campdera. 
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R. L. Dixon and Bros., Inc., Dallas, Tex., advised the staff that a 
substantial portion of their records pertaining to the request by the 
staff are, if still in existence, in their office overseas and therefore not 
readily available. 

Hohenberg Bros. Co., Memphis, Tenn., and H. Molsen and Co, 
Dallas, Tex., advised the staff their records were not arranged to per- 
mit acquisition of the information desired by the staff. 

The following schedule sets forth the results of the information ac- 
quired from the other nine exporters and the New Orleans commodity 
office as to the costs, selling prices, and profits realized by the exporters 
on certain cotton export sales under programs NO-C-7 and NO-C-8: 


Summary of sales of bales of CCC cotton to selected exporters showing gross 
profits and average profit per bale realized by exporters 

















Per bale 
Profit ee 
before | 
Num- Actual, han- Esti- Profit | Profit 
ber of | Selling averaged| dling | mated | (loss) | before | Profit | 
Exporter bales price (ex- | cost after | charges}; han- | before | han- | (loss) Aver- 
tested 2 | porter’s)?) refund 4 and dling | over- | dling before | age re- 
over- jcharges*) head’ | charges) over- | fund” 
head 5 and head ° 
| over- | 
| head § 
ee eee Te sha haaciel 95 $14, 002 $11,328 | $2,674 | $1,469 | $1,205 | $28.14 | $12.68 | $14. 8 
169 | 24,499! 20,843 3,656| 2,756 900 | 21.66) 533] 13.16 
203 «28,072 | 25,533 | 2.539) 2100} 439] 1245| 211] 188 
a4 13, 005 11, 356 1, 649 986 663 7.54] 7.05 | 133% 
74 8, 952 7,315 1, 637 1,350 7 | 22.12 3.88 | 154 
40 4, 400 4, 050 350 480 (130); 8.74 (3.26); 16.47 
50 5, 500 5, 063 437 600 (163); 87 (3.26); 14.47 
39 5, 831 4, 645 1, 186 655 531 |; 22.13 | 13.62/ 154 
98 13,719 | 11,378 2, 341 1, 222 1,119 | 23.89 11.42] 1547 
222 | 26,418 | 23,776 | 2,642/| 2,280 362} 11.90] 164] 1547 
ss: sal 105 | 13,062 11, 230 1, 832 77: 1, 060 17.45; 10.10; 148 
168 22, 428 18, 354 4,074 958 3, 116 24. 25 18.55 | 25.7 
se t, 000 127, 633 104, 912 | 22,721 | 20,221! 2 | 22.72 2. 50 7.% 
450 63, 262 52, 233 | 10,029 | 9,779 1,250 | 20.89 2. 60 6. 6 
ete Sa dss bias .| 200 27, 824 24,273 | 3,551 | 4,787 | (1,236)| 17.7 (6, 18) | 1L.& 
Medea iietnes ahaa ie 385 55,328 | 39,112 | 16,216 9,856 | 6,360) 42.12 16.52 | 17. 
PM cscktitineeancanekae 850 93, 828 88,685 | 5,143 | 3,400 1, 743 6.05 | 2.05 5.9 
2,000 | 231,754 | 219,511 | 12,243 | 8,003 | 4,150; 612)|, 2.07 | 8& 
1, 600 183, 394 173,638 | 9,756 6,449 | 3,307; 6.10 |} 2.07 | 9.07 
| 12,158 |1, 506, 460 |1, 432, 224 74, 236 | 49,071 | 25,165 6.11 |} 2,07 6. 4 
3,183 | 380, 533 361, 067 | 19,466 | 12, 867 6,599 | 6.11 2. 07 6% 
966 | 111,116 | 105,286 | 5,830| 3,854 / 1,976| 604] 205 7.51 
1,606 | 194,045 | 184,213 | 9,832 6,477 | 3,355 6. 12 2.07 9. 05 
4,860 | 564,437 | 534,845 | 20,592 | 19,547 | 10,045 6. 09 2. 06 7.91 
900 121,079 | 112,341 | 8,738 6,936 | 1,802 9. 71 2. 00 15.20 
6,400 | 814,748 | 766,137 | 48,611 | 35,332 | 13, 279 7. 60 2.07 | 18% 
443 | 58,967/ 55,823) 3,144] 2,232) 912] 7.10) 2.06] 1088 
1, 637 234,379 | 219,809 | 14,570 | 11, 252 | 3, 318 8.90; 2.03 19. 36 
690 | 96,273 89,795! 6,478/| 5,069) 1,409] 930) 204) M27 
ant eaaneens caretoemaiee 295 39, 628 25,913 | 13,715 9, 735 3,980 | 46.49 13.56) 13.06 
Oe rela ee 200 | 25,184 | 14, 221 | 10,963 | 3,149 7,814 54.82 | 39.07 21.38 
React ee 1,424 | 193,650 | 133,589 | 60,061 | 43,875 | 16,186 | 42.18 | 11.37] 17.% 
EE a eis. cps] ee Estas Sethe! col date vueclwance covtieoencceheeek wooe ets ana dea 
| | | 








— ene _ —— 


1 Exporters requested their identities remain confidential because they considered the results of their 
business operations confidential. 

2 Consists of all bales in sale or tag list or the largest number thereof reasonably available. 

3 Actual selling price of baies or the averaged selling price of those bales tested. 

4 Actual final CCC sales price to exporter or averaged CCC. sales price on those bales tested, adjusted by 
reclass/reweigh refund. 

5 Column 3 less column 4. 

6 Exporter’s estimated handling charges; i.e., freight, compression, insurance, warehousing, interest, tare, 
etc., based on actual weight of bales tested or number of bales tested at an average of 500 pounds each. 

7 Column 5 less column 6. 

§ Column 5 divided by column 2. 

® Column 7 divided by column 2. 

10 Total refund to exporter, as the result of reclass/reweight, divided by number of bales in sale or tag list 
on which refund was made. 

1! Exporter’s sales contract with foreign purchaser, in lieu of an arbitration clause, provided that the for- 
eign purchaser was entitled to any claim the exporter had against CCC on the cotton sold to the foreign 
purchaser. 
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It is noted the foregoing schedule lists the exporter’s profit or loss 
before overhead ranging aoe a loss of $6.18 per bale to a profit of 
$39.07. All exporters contacted by the staff were requested to furnish 
an estimate of their overhead applicable to these sales. Only 4 ex- 
porters of the 14 contacted were able to furnish their estimate of the 
overhead applicable. Said estimates ranged from $2 per bale to $4.25 
per bale. Accordingly, since only a few were able to furnish an esti- 
mate of overhead .vosts, profits before overhead were computed in 
order to present the results on a comparable basis. 

When reviewing the above schedule, if the amount of the exporter’s 
net profit per bale before taxes is desired, it would be necessary to 
adjust profit or loss per bale before overhead by overhead costs of at 
least the minimum of the above-estimated overhead costs. 

In connection with the large amounts refunded as a result of re- 
classification, the General Accounting Office (GAO) made a limited 
study of certain export sales of such cotton. The study disclosed that 
424 bales of cotton were purchased by one exporter and resold to for- 
eign importers at a higher class than that assigned upon reclassifica- 
tion. For most of these bales, the class at which they were sold to im- 
porters was also higher than CCC’s original loan class. The stud 
also disclosed 451 additional bales purchased by 5 exporters whic 
in most instances were resold to importers at a higher class than the 
class assigned upon reclassification and the original loan class). GAO 
used certain sales made under Public Law 480 for its study because the 
information pertaining to the class at which the exporters sold the 
cotton and the selling prices was available at the New Orleans Com- 
modity Office. On other sales, it would be necessary to obtain this 
information from the exporters. The following summaries show the 
exporters’ estimated gross profit on the sales of the 875 bales as com- 
puted by GAO and the average gross profit per bale as computed by 
this staff. It is noted that these schedules show gross profit and have 
not been adjusted for handling charges or overhead. The latter 
figures were not available to GAO. 


Summary of sales of 451 bales of OCC cotton purchased by exporters and sold 
to importers, showing original CCC sales prices, sales adjustments, and im- 
porters’ purchase price 





Sales adjust- | f | Exporters’ 
Num-| Original ments, re- CCC’s esti- | Importers’ Exporters’ | estimated 
Exporter jber of} CCC sales class and mated net purchase estimated | — gross 

















bales price reweights sales price price | gross profit oe ; per 
e? 

— | ——— — |— | ———— — ' —____ — 
Rileisiaets | 101 | $11,770.16 | $1,895.28 | $9,874.88 | 1 $12,200.46 | $2, 415. 58 $23. 92 
erases 121 13, 055. 50 | 898. 34 12, 157. 25 13, 537. 34 | 1, 380. 09 11. 41 
Sisco ae 8,477.02 | 1,140.15 7,336.87|  9,030.58| 1, 702.71 25. 41 
D... 50 | 6,717.44 | 986. 14 5,731.30 | 16.804.90/ 1,073.60 | 18. 20 
eis 103 | 10, 191.03 1, 643. 97 8, 547.06 11,951.47 | 3,404.41 | 33. 05 

Total..| 451 | 50, 211. 24 6, 563. 88 43,647.36 | 53,623.75 | 9,976.39 | 22. 12 





! Includes insurance. 
?Exporter’s gross profit may be subject to adjustment resulting from reclassification and reweighing 
made at the request of the importer. 
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Summary of sales of 424 bales of CCC cotton purchased by Dudley S. Weaver | 


¢ Co., and sold to importers, showing original CCC sales prices, sales adjust- 
mer ts, and importers’ purchase prices 


Sale daiust 


Exporters’ 


Num- Original ments, re- CCC's esti- Importers’ Exporters’ estimated 
Importer |berof| CCC sales class and mated net purchase estimated average gross 

bales pric reweights sales price price gross profit profit per 

bale 

4 .| 125 $18, 603. 10 $1, 880. 68 $16, 722. 42 $20, 377. 69 $3, 655. 27 $29. 4 
B 201 29, 142. 77 3, 315. 05 25, 827. 72 33, 110. 36 | 7, 282. 64 36. 3 
pital 938 14, 687. 18 2, 141. 75 12, 545. 43 15, 353. 27 2, 807. of 28. 65 
Total 424 | 62, 433.05 7, 337. 48 55, 095. 57 68, 841. 32 13, 745.7 75 32. 42 


Exporters generally agreed that their operations under export sales 
programs NO-C-7 and NO-C-8 were profitable. However, they 
stated that the refunds as a result of reclassification were valid ad- 
justments of the sales price to reflect the true classification of the 
cotton and were not in the nature of windfall profits. The exporters 
pointed out that although they received refunds from CCC they were 
still faced with the problem of fulfilling their sales commitments 
to ship white cotton which was the type of cotton they had originally 
contracted to buy from CCC. Upon receipt of CC ‘C cotton it was 
found that a large portion was spotted. In the later programs they 
considered these factors when ordering cotton from the catalog. 
Some exporters also pointed out that they had consigned, without 
final sales contracts, considerable quantities of cotton to meet their 
export obligations under the CCC sales program. These exporters 
claimed that they will suffer a loss on this cotton and therefore this 
loss should be considered in determining their net profit from their 
operations under the CCC sales program. They were of the opinion 
that the limited test that the staff was making of computing the 
profit on certain bales is no indication of their overall results or any 
reflection on the accuracy of the reclassing. The exporters did not 
maintain separate records to reflect the net results of their operations 
under the CCC sales programs and therefore the staff could not de- 
termine whether the exporters made exorbitant profits on these 
sales. 
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Final settlements made on cotton sold under cotton export programs (as of Apr. 11, 





























1958) 
| 
Total | GN-EX-4 CN-EX-2 
NO-C-9 NO-C-8 
a —— — 7 —_— | _ —-+-—— 
Anderson, Clayton, Co. .....-....-....--.---.....---.--]| $21, 805, 535.30 | $7, 946, 753. 68 $13, 858, 781. 62 
Geek & OO. . ice--es : ata avactiin -| 7, 760, 482. 01 1, 138, 297. 05 6, 622, 184. 96 
Gi Ee, Wile aaGen' @ Bree. a5. nc sel Sei sec c secede 8, 220, 645. 72 2, 028, 405. 30 6, 192, 240. 42 
ao esiesinc acticin dn nin oernicenaine Rlmigih | 6, 255, 010. 62 1, 461, 381. 06 4, 793, 629. 56 
CS MC eccnetcts cena aaerescws pinacpraaakores .--| 4,508, 969.12 1, 118, 459. 68 3, 390, 509. 44 
ins lg Fs enn nin cena ebceoduek «pees ccaeawe 3, 576, 641. 43 939, 174. 35 2, 637, 467. 08 
ER ES eee een ae A 727, 047. 65 2, 450, 845. 16 
Weil Bros. Cotton, Inc. - ...............-. padedededs --| 3,881, 173. 32 1, 131, 068. 38 2, 250, 104. 94 
I i lee eee | 3, 146, 986. 68 952, 492. 13 2, 194, 494. 55 
Pn, GEM, oo nc dicwaweci wacesctece cess asia 2, 430, 015. 90 247, 989. 16 2, 182, 026. 7: 
ES Ee OR Cee ee ener 2, 396, 465. 38 251, 962. 65 2, 144, 502. 73 
NEE COREE NOs ccd dccundepace shsuksavkecadpnnns 2, 465, 671. 98 | 324, 403. 99 2, 141, 267. 99 
og ta a eee ee 2, 860, 197. 94 | 822, 442. 33 2, 037, 755. 61 
I tii a titre al 2, 723, 264. 02 | 754, 544. 54 1, 968, 719. 48 
gh ee BO ee ee ae ?, 051, 205. 95 295, 750. 94 1, 755, 455. 01 
lee TOR, MODs BO. 6 seassn bk ea catanconecass <a0% | 2, 164, 968. 43 442, 528. 53 1, 722, 439. 90 
Allenberg Cotton Co., Inc. _..-...-------- Stncnsek GCI ere bint tae ten ie 1, 521, 321. 91 
Ge Catan OGli. A... 55.2222 5652 inn shaw cies ekee | 2, 556, 224. 28 1, 054, 787. 03 1, 501, 437. 25 
i twine wtie adoted --| 1, 737, 680. 95 248, 007. 49 1, 489, 623. 46 
Grunow-Hogg & Co__.- ee eR ee, ee 588, 603. 90 1, 379, 347. 25 
E. F. Creekmore & Co., Inc_ _--- oe ts Cameth aba eeaied 2, 000, 619. 99 750, 715. 10 1, 249, 904. 89 
Oe A he eee mame ob Ree a Ae | 1, 170, 151. 84 
Cotton Import and Export Co._......---.....----------| 1, 396, 188. 61 | 342, 226. 56 1, 053, 962. 05 
a Pk we 3 1, 175, 025. 34 | 277, 054. 31 897, 971. 03 
8. B. Locke & Co.........-. - R nish tesacaed O20, Gon Oe 1..<.0.-sacdecece 820, 850. 39 
Manget Bros., Inc_.....----- 254, 688. 59 94 O08 80) io. 08k. oe 
R. T. Hoover & Co., Inc- sas 216, 793. 46 | es PE OP Fanta cenaan 
A. Lassherg & Co.............-. 388, 382. 45 GE Oe MO an Sadun c cide de. 
lesa ieeiceet a a 
Total 25 largest settlements. _______- _....------| 94, 130, 955. 57 | 24, 703,960.31 | — 69, 426, 995. 26 
Se oiner CORG I i kas he Sas science | 33, 945, 106. 61 7, 694, 866. 94 26, 250, 239. 67 
Tobe) MG... 5 S555 28 o | 128, 076, 062.18 | 32, 398, 827. 25 95, 677, 234. 93 


Mr. Wuitren. Subsequent to the committee’s making this showing 
in our hearings, the Department stopped the reclass practice after sale 
as we felt it should. I have been approached by many of these shippers 
who were the recipients of these millions of dollars—and I can 
thoroughly understand their desires—to get the Department to re- 
turn to the procedures under which they collected these funds though 
now they would do the same thing by means of a discount. That is 
natural and normal. However, in trying to determine just what is in- 
volved, I have been advised that most of these shippers who deal with 
the cotton companies that receive most of this money, in turn, are 
heavily in the warehousing business. According to other members of 
the cotton trade, this would give them the opportunity to know in 
advance of buying CCC cotton from you what lots or blocks of cotton 
might be to their advantage to buy, since they would know whether it 
would downgraded if reclassed. In each of these cases where these big 
operators have large warehouses where they have cotton, it would give 
them an advantage over purchasers. 

Proponents of reclass after sale have alleged that under present 
policy they buy a “pig in the poke.” It is my understanding, from 
listening to you folks through the years, that classing cotton is an art 
and not a science. In fact, it has been said that in classing cotton at 
different times during a month, if one did not know it was the same 
bale there would be variations in classing the same cotton. 

Some cotton shippers want to return to this rebate, or, in effect— 
now, as I understand it, what they want to do is buy it subject to re- 
class at the buyers’ option with discounts in the purchase price if 
downclassed. In either case, it would result in depreciation of the 
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Commodity Credit Corporation’s assets, whether you did it under the 
old rebate arrangement or whether you sold it contingent on a further 
discount, in case you downclassed it. But they have insisted that under 
present conditions the Government is not living up to what it repre- 
sents in selling this cotton. 

Now, I have made some checks on the matter and, incofar as I have 
been able to tell, the Government and everybody agrees that classing 
cotton is not an exact science. Further, under your present sales and 
former sales, you have never guaranteed the buyer that it was what 
your cotton classer said it was, . but actually you have offered this cot: 
ton for sale by catalog which showed the date on which it was classed; 
and all you have represented is that, on the date it was classed by your 
classers, it was a certain class. 

Now, I have ae these factors, and you may differ with me 
in any ‘of these areas. But do you guarantee, when you sell cotton, 
that it is the class that was listed in the ¢ atalog? Or do you just say 
that it is what you classed it at on the day it appears in the ratalog! 

Mr. McLain. We just say “This is what it was the day it was 
classed.” 

Mr. Wuirren. So there is no misrepresentation to the buyer; is 
there? 

Mr. McLarn. In that sense, no; but, of course, I would hope that 
you would permit us to put in the record immediately after the state- 
ment that you have just made, our reaction to this $128 million. 

Mr. Wuirren. I would be glad to hear you now.__ I am not trying 
to preclude you from presenting what you wish. But anything you 
have to say, now is the time to say it. I am glad to listen, but I had 
taken this up with Secretary Benson in person. If the Department 
comes around to the point where you want to get in the rebate field or 
get, back into the discount basis, requiring a restoration of $128 mil- 
lion, by this committee to CCC last year, I certainly would want to 
consider means of preventing it. I do not object to reclass before 
sale where you determine it ee 

Mr. Mclain. First of all, for the benefit of the rest of the com- 
mittee—and this I have told you personally and I think the committee 
ought to understand—I have a letter from Chairman Cooley and, I 
think, 10 or 11 members of the House Agriculture Committee, and all 
of those, with the exception of one from the cotton area, plus a few 
Republicans, have said to me that “We insist that you "do go back 
and permit reclass.” That is just as plain as it can be. 

Now, as I told you the other day obi you called me about this, I 
suggested that this put us in an impossible position. Here was the 
House Agriculture Committee, and also Senator Ellender sent a 
similar letter, which demanded that we, in fairness to the buyers of 
this cotton, permit the cotton to be classified at the time they bought 
it, because this is the only way they could actually know and get what 
they did pay for. 

I told you that this put us in an impossible position because, as you 
recall, you indicated that you might write something into the appro- 
priation record here. 

Mr. Wuirren. Let me say that I said I would not tell you what to 
do. I do take it, however, that, as an officer of the Commodity Credit 
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Corporation it is your prime duty to protect the assets of the Cor- 
poration as you see it. 

Mr. McLain. That is correct. 

Mr. Wuirren. And as long as you do that as you see it, 
is your responsibility. I, as chairman of the subcommittee here, where 
we have to initiate the checks to restore the capital impairment, will 
make such recommendations to the subecommitee as I think I am called 
on to do, with our record showing that the rebates were in the amounts 
that they were. Contrary to what many recipients of rebates said, 
cotton has continued to be sold in world trade without it, plus the 
fact, as you just testified, there has been no misrepresentation by the 
Government on these sales. You told them how it was classed and 
when. Then you agreed that classing is not an exact science, so that 
if you classed it the day before you sold it, you wouldn’t gugrantee it 
was that class but only that was your best judgment on that day. 
Therefore, as chairman of the subcommittee, with this record behind 
me, I will have to urge that we would be against reclass after sale. 

Now, I certainly would not object to reclass in advance of sale, put- 
ting it in your catalog so all who might wish to buy would have equal 
advantage or opportunity with these big shippers, who in turn have 
all of these warehouses where they can get advance knowledge of what 
the cotton class is. I feel obligated to meet my obligation, as I see it. 

Now, is it possible to reclass as you sell? It is my understanding 
that you either have to do it before or you have to do it after, that it is 
not humanly possible to reclass at the time of sale. Now, you tell 
me how you can reclass as you sell ? 

Mr. McLain. Well, Mr. Whitten, I would like to finish the rest of 
this conversation that went on in connection with Mr. Cooley. 

Mr. Wuirtren. Would you mind answering my question first? 

Mr. McLain. No. I will answer your question. 

Mr. Wurrren. Would you mind doing it now? 

Mr. McLain. Allright. I will answer your question as best I can. 

First of all, the only way, in my judgment, as a man who has worked 
with commodities all of his life, any commodity ought to be sold on 
the basis of what it grades today, or as soon after the day sold as 
possibly can be. 

In an area of grain, or any area you want to get into, with the ex- 
ception of cotton, you do not find people buying something on the 
basis of what it graded yesterday, 2 weeks ago, a month ago, or a 
year ago, for the simple reason that they are putting up their money 
on the basis of what that stuff is worth the day they buy it. 

Now, the complaint of the shippers has not been that we misrepre- 
sented what we had. They have never claimed that, Mr. Whitten. 
They have just said that they did not know and we did not know 
what we had the day that we sold it, therefore they were entitled 
to know, and they -:were entitled to expect us to furnish them what 
the class was the day it was sold or as soon after that as we could do it. 

Mr. Wuitten. Let me interrupt you to say that I certainly have no 
objection if the Department of Agriculture, by its own spot check on 
its own cotton, finds that there has been some change in the cotton. 
I have no objection to the Department certifying that the change 
exists. In other words, I would have no objection to your own peo- 
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ple reclassing and putting it in the catalog the day before you sell it, 
There is no objection to that at all. 

I wish you would put in the record here how many of these folks 
who received these rebates have or own stock in warehouses which, 
from the very nature of things, would give them advantages over 
those that do not have the warehouses. If, on your own spot check, 
there has been a change and you see fit to reclass the day before you 
sell it, so that everybody has an equal opportunity, certainly I would 
have no objection to that. 

(The inhowmadions requested is as follows :) 


In connection with the inquiry concerning purchasers under our various export 
sales programs who also own warehouses, there is attached a list of all cotton 
buyers under the various sales programs beginning with Washington announce. 
ment CN-EX-1, under which the first bid opening was January 3, 1956, and 
running through July 31, 1959, the expiration date of CN-EX-—5, which was the 
last Washington announcement under which cotton was offered generally for 
export sale. 

Opposite the name of each buyer is indicated in a Yes or No column whether 
he has any interest in any warehouse operation known to the New Orleans CS§ 
Commodity Office. Where no reference mark appears with an “X” in the Yes 
column, the cotton merchant operates a warehouse as an individual or a partner- 
ship, rather than as a separate corporate entity. 

It should be understood that the information on this point is necessarily limited 
since corporate entities applying for approval as CCC warehouses are required 
only to disclose the names of the officers of the company and the principal stock- 
holders. In view of these limited requirements, it is possible that there are some 
cotton merchants who own stock in some warehouse corporate entity which is 
not disclosed by the files and records. However, it is believed that where they 
are not listed as a principal stockholder, their holdings, if any, are too small 
to influence any operating policies or practices of the warehouse. 


I] | 
Status as to ware- || Status as to ware- 








| house ownership | | house ownership 
Buyer | or interest 1] Buyer or interest 
ate — 


7 
Yes | No \| Yes | No 
Block & Unobsky, Memphis, | 


Benjamin Adler, New York, 
N.Y 


eee ae |x Tenn_.- 3 x 
Jack R. Allen & Co., Dallas, | Pete T. Bogatin, Inc., -Phil- | | x 
es site an | adelphia, Pa____- vo 
R. H. Allen & Co., Mem- || J. G. Boswell Co., Los Ange- | | 
SON OIL itis oie tastes ihe scaaaia Cis ale eae OO EN deo enced cadies Saale x 
Allenberg Cotton Co., Mem- || J. E. Brereton & Co., Mem.- | } 
Pe eR ak acetic «as | X! | || phis, Tenn. 1 -| x 
Amex Cotton Co., Inc., | W. B. Bridgeforth & Co., | 
Memphis, Tenn.?_____- -| | Memphis, Tenn..-.......--- isp tgs awed | X 
Anderson, Clayton & Co., all | L tes Bright & Co., Dallas, - 
locations. | x3 ‘ex. | ex 
C. L. Andrews Cotton Co., x 1} D. Brown & Co., Dallas, | ¥ 
Memphis, Tenn X 4 Ve ; 
D. O. Andrews & Co., Mem- | || Caleot Ltd., Bakersfield, 
Og ee eee i x YT NMI = oraeaain mA x5 | 
R. C. Andrews Co., Mem- | || A. Campdera & Co., Inc., | x 
INR sock ncig cote | 6am oacnn | X TR Re ee 
R. A. Armistead & Co., | || Cau Cotton Co., Memphis, | ‘* 
Memphis, Tenn___.__..---- BS iS x Tenn. Cs cN Mebt vce c 
M. Aura & Co., Memphis, | x | Robert S. ‘Cherry, ‘Jr., Pine | x 
RR Se ithy Ses eeC cane ee cka Ee diceede ca SMe Mille ee Sees is r | 
M, Aura & Co., Inc., Dallas, | | Cheshire, Sullivan & Can- 
oes fears x || _ady, Ine., Charleston, 8.C_.| X! 
Austin ‘Bros. Co., Memphis, | Chickasha Cotton Co., , Chiek- ¥ 
Tenn Series ae x | _asha, Okla_._. 7 
J.A. Baker & Co., ‘Chariotte, | || Chickasaw Cotton ‘Co., a 
aL | | X1 || emphis, Tenn 
Fag. Barringer & Co. , Mem- || Chickasha Cotton Oil Co., - 
phis, Tenn. ee bod ed TE || Inc., Memphis, Tenn . 
Behring & Behring, Dallas, !| Cochran Bros., Inc., Lub- 
NE Ji dhe ees ae oben x | | bock, Tex ite. ceed: x 








See footnotes at end of table, p. 461. 
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Buyer 


George Cochran, Inc., Lub- 
bock, Tex 

Emst Cohn & Co., Houston, 
Tex 

Connell Bros., 
Miss 

Cook & Co., 
Tenn 

Cordes & Co., Dallas, Tex 

Cotton Export Co., Corinth, 
Miss 

Cotton Import & Export Co., 
Dallas, Tex 


Inc., Memphis, 


Clarksdale, | 


Status as to ware- 


house ownership 
or interest 


Yes No 


4 


”~ 


The Cotton Producers Asso- | 


ciation, Atlanta, Ga 


Covington & — Cotton | 


Co., Fresno, Calif., Nor- 
way, 8.C Memphis, Tenn 

Crawford & Co., Memphis, 
Tenn 

E. F. Creekmore Co., 
New Orleans, La., 
phis, Tenn 

Crespi & Co., Dallas, T 

Crespi Cotton Co., 
Memphis, Tenn... 

F, M. Crump & Co., 
phis, Tenn 

4. E. Dalrymple, 
Tex 

Daltex Cotton Co., 

Tex 
O. Daugherty 

Kenedy, Tex 

R. L. Dixon & 
Dallas, Tex 

W. B. Dunavant 
Memphis, Tenn._-.-_-- 

Duncan & Sims Cotton Co. 
Memphis, Tenn.. 

J. §. Edmundson & Co., 
Dallas, Tex. 

Edmundson- Neblett & Co., 
Dallas, Tex 


Inc., 
“ex 

Inc., 
Mem- 
Houston, 
Dallas, 
G & Co., 
Bro., Inc., 


& Co., 


Edwards-Croft & Co., Dal- 
las, Tex nde’ 
H. E. Eldridge & Co., Mem- 
phis, Tenn 
Esteve Bros. & Co., Inc., 
Dallas, Tex. 


Huston, Tex 
Farris & Co., Dallas, Tex___-- 
W. D. Felder & Co., Dallas, 
_Tex., Atlanta, Ga. ...-- ; 
Felder & Camp Bakersfield, 
field, Calif., Atlanta, Ga., 
ON ie 
Ferguson Cotton Co., Shreve- 
es eo eee 
Ferrier, Mason Smith Co., 
New Orleans, La-_-._.....--- 
1. J. Fields Cotton Co., Lub- 
bock, Tex 


Evans & Co., 


T. J. Flake & Co., Memphis, | 


BU a a ae 


neanee & Co., Cedartown, 
38 


Hugh Francis & Co., | 


eh TON, tale 
Fulton & Sons, ‘Memphis, 
Tenn 


Galveston Cotton Co. ‘ Gal- 
ne, Tex. 

A Garber Cotton Co., 
Ww iste” 8.C. 


Geo. E. Gibbons & Co., 
Corpus Christi, Tex 
Otto Goedecke, Inc., of 


Fresno, Fresno, Calif- 


il 


Mem- | 
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| Otto Goedecke, Inc., of Mem- 


Buyer 


phis, Memphis, Tenn. - 


| Otto Goedecke, Hallettsville, 


| - Hart & Co., 


Hilco 








Tex anctesmammtt 
Gosho Cotton Co., Dallas, 
Tex Scat diel art atnne dea gihieamane 
H. R. Gould & Co., New | 
Orleans, La., Shreveport, 
La as 
Grunow- Hogg Co., Dallas, 
Tex kd ailleaeie 
S. W. Haaga, Clarksdale, 
Miss _. ila equtieaetnn tt 
Sam W. Hall Cotton Co., 
Memphis, Tenn_----.-.-.---- 
Hannay Brothers, Dallas, 
Tex ales heinones oi tide thee 
Adolph Hanslik, Cotton, | 
Corpus Christi, Tex., Lub- | 
bock, Tex on a 
Dale Hardeman, Wharton, 
Tex Ral 
C. Haedke & Co., Inc., New | 
York, N.Y soi arcuate 
Jack W. Harris, Inc., Mem- 
phis, Tenn., Brownsville, 
Tex x 


Houston, Tex 


D. Harvey & Co., Dallas, 
Yr ex ; 
— Cotton Co., El Paso, 
Heleabrecht & Co., Dallas, 
Tex -_-. saeatsliairiail 
Cotton Co., " Green- 


wood, Miss __-- acne 
Hill Cotton Co., Greenwood, 
J Oe ae ee 
Hiller & Wilbur, Inc., 
= tae La ald 
Hodges, Abilene, Tex...-- 
Tchaaent Bros. Co., Green- 
ville, Ala., Montgomery, 
Ala., Selma, Ala., Phoenix, 
Ariz., Fresno, Calif., Mem- 
phis, Tenn., Dallas, Tex., 
Lubbock, Tex 


R. T. Hoover & Co., Inc., El 
eee Tex. : 
L. B. Howard & Co., Mem- 


phis, Tenn. 


| Howard Cotton Co., “Dallas, 
| Tex 
| J. B. Hubbard & Co., Dallas, 


Tex 
C. Itch & Co. (America) Inc. ‘ 
Dallas, Tex... 


Japan Cotton “Co., Dallas, 
co zo 7 
| D. E. Japhet ‘& Co., “Ine., 
Houston, Tex ee 
Jones- Beal, Inc. ’ Fresno, 


Calif. - 
Jones-Gardner & Beal, Inc., 
Providence, R.I., Spartan- 
burg, 8.C__.-- 
H. Kempner, Galveston, Tex. 
E. M. Kilgore, Muskogee, 
Okla., Corpus Christi, 
James E. Kilgore, Muskogee, 
Okla., Corpus Christi, 
Earl King Cotton Co., Mem- 
phis, Tenn. - - - 
Kinnett Sturgis & Co. ; -Mem- 
phis, Tenn. 
F. G. Lackman & Co. 
Blytheville, Ark... 
A. ae & Co., 
Tex 
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Status as to ware- Status as to ware- 
house ownership house ownership 
or interest Buyer or interest 
No No 
/ 
W. D. Lawson & Co., Gas- Patton Bros. Co. of Texas, Jee 
tonia, N.C., Memphis, Memphis, Tenn., Dallas, Sto 
NN on apt i a a gas aie Sands tcc fe x I a i et et ee ' 1s 
a. Cc. 
Lewis; Memphis, i - 
i incline Sadat eset abate abe SEAS diene coe areo Miss Sl cea es ae ee , 
Lineberger Bros., Inc., Green- Pearce-Gardner Cotton Co., “ 
wood, Miss., Lincolnton, Memphis, Tenn........-.--}--.-..-::- x 
scrapie tisionsai denis necngtiedai ona x! Pell oom Co., Charlotte, Po 
| eee & Robinson Cotton ‘ 
W. J. Love, Columbus, Miss.| X ! ee ee ees Pee eee x Ste 
C. Lowe, Corinth, Miss_--|......_._- x Geo. 8. Peyton & Co., Mem- ‘ 
8. T. Lowry Co., Memphis, a" See ar ee x Te 
a. Lithicdhetonuketeemeeel. 25+ ccsen x Plains Cotton ‘Cooperative ] 
Association, Lubbock, Tex.) X Te 
aia cinatee ted sicsiekoctoon oe b 4 Producers on Oil Co., ' 
McCorkle, ‘Dinwiddie & Co. ia wre Ce... oa nanes ee x! Te 
MN ENR a ites 2iactctlicicesvuas x P. Rabb Cotton Co., El 
MeCorkle, Dinwiddie & ake ces kaw e Ye eae 1 
qpougiss OS aS nae Ramsbottom Cotton Co., 
McFadden . Bro., Inc., Memphis, Tenn.------|_.....___- x 
bs Calif.; omens, Ramsey Austin Cotton Co., 3 
Tenn.; Dallas, ‘nee ous- RN NR oe ctl cca ndckes x J, 
ton, Tex.; Lubbock, Tex.; Randle Cotton Co., Blythe- | 
New Orleans, La_.........- x! I enn ne By x T 
McFadden, Calif., Arizona W. M. Rattan & Co.,Mem- T 
Corp., Fresno, Calif.; Mem- DE TR ~ cco cceanackecutcwcecns snk x 
phis, | aeteeeeeeceel xX! W. B. Ray & Co., Corpus G 
J. B. McGinty & Co., Ter- Ce ee eco ee te ete x 
ie ete tie tana aelawcogseced x Reinhart Co., Cleveland, H 
McSpadden & Crain, Mem- Din. Deomten Were ost. sece22. x 
Ir x Caffey Robertson Co., 
Manget Bros., Inc., Newnan, PEN, “ER. ceo ence head x - 
Ga.; New Orleans, La_....- xX! Rountree Cotton Co., Inc., 
Major, Cleaver & Co., Inc., Las Cruces, N. Mex.......-|.....-.--. x 
emphis, Tenn_. Peete x L. C. Rountree & Co., 
V. A. Maudr & Co., " Hous- te ND na inca he vee x ¥ 
NN OR he een Sods oe x W. T. Russell Cotton Co., 
John F. Maybank & Co., Wills ae 1 
Charleston, 8.C...........- x! Schwabach & Co., New 
Merritt Cotton Co., New York, N<Y.; Delies, Tex.............. x I 
TEM ch one nah oan semen x Randolph Scott & Co., 
Mexican Cotton Co., Dallas, a DR cacgcces tered coesesntet x ti 
MR ccn tt cethaok tngkainamastos es cane x G. Sharp & Co., Lubbock, 
Mille & Co., Houston, Tex..}........-- x Rex Dee ce paa te eeeeeneEaanse seas x 8 
Molsen & Co., Browns- 
"a Se CI en ee a eet mebiew ene 
H.J. meu & Co., Memphis, Ralph Sherman & Co., 
Eide nto bee nkeece les sé Sian x OIE OO noon ah ne x 
Murff. Neockee, Inc., Mem- Louis Shwartz Cotton Co., f 
PERUSE! Ree x I NON a Me ad Sony x 
Vernon M. Murphy Cotton Eugene B. Smith & Co., Inc., 
oe Oe a ee = a x: 
Myrick Trading Co., Browns- J. O. Smith Cotton Co., 
PE EEE cous tateh chceneiate lee view oka: SE, eee eee x 
H.C. Nall & Sons, Memphis, J. F. Smithwick & Co., 
Pris peda ax cena once ohne ofa es ee aoe x 
Nebhut Cotton Co., Mem- South Texas Cooperative 
I pene as eB x Marketing Association, 
The Newburger Co., Mem- Corpus Corleti, Tex. .....-{.-.......-. x 
I a aN x Southwestern Cotton Co., 
Frank Oakes & Co., Mem- She PSS: SNe ee nee x 
is os Pe CaN din cis x Alexander Sprunt & Son, 
.E. Oates & Co., Memphis, Memphis, Tenn_-_....----- xX! 
ie re eee ee ees ek: x 8. 8. Cotton Sales Co., |.........- x 
Oklahoma Cotton Coopera- oe ee & ee Ee ta 
tive Association, Oklahoma . Stahel Co., New 
x rene TR ge cotabe eh coteenese x 
Staple Cotton Cooperative 
ee hek tint ions eemdeie aal als ine oe ue x Speen, Greenwood, 
Lee eee. enc canchansasdhaccseseess x 
8 ee ee x Sternberg. Martin & Co., Inc., 
Patton Bros., Memphis, a is, Tenn.; Dallas, 












Ns Sp a OR A ea Oe ne ee ek = 
Patton Bros. Co., of Cali- J. bs Stevens & Co., Inc., 

fornia, Fresno, Calif., Mem- ee, i ere a x 

SN seis cowsaccaccoccs x Frank E. Stewart, Paris, Tex_'........-- x 
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Status as to ware- Status as to ware- 
house ownership house ownership 
Buyer or interest Buyer or interest 
Yes No Yes No 
Jack J. Stoneham & Co., Volkart Bros., Inc., Pasa- 
SOOO ARIE. bc atin hie ten dk sé be x dena, Calif., New Orleans, 
Stoneham Trading Co., Dal- La., Memphis, ‘Tenn., 
i DR tee ne etna dpden es Wcdkenekne x ag ee SE 3 
C. Stubblefield & Co., Hills- Dudley S. Weaver & Co., 
th MOL Socks esetedakesststcoaccden x Memphis, I aera hen ci Nic sass re tae = 
R. 8. Tapp & Co., Lubbock, John C. Webb & Sons, 
in Wacechapeaeshnnewenseen iieasdesde-n x Demopolis, Ala...........-- x 
Tracey T. Tapp, Shamrock, Weil Bros. Cotton, Inc., 
a Bk > Montgomery, Ala., Fresno, 
Powis F. Tarkington, Cuero, Calif., Memphis, Tenn., 
Dies tae A Se es oa. Ae x Houston, OR cicetccscaune xX! 
Starke Taylor & Son, Dallas, Vie eee x 
OE anne nn na nnnn annem w-en-e-2-| X Wesson & Co., Memphis, | 
Texas Cotton Trading Corp., Tenn___.. Ceska 3 - pera s @ BBY x 
Dallas, Tex....-...-.-..----|---------- x J. P. Wesson, Memphis, 
Texhoma Gins, Inc., Dallas, FR et at ha et ae x 
TEs ceioctntetnditedeeks-Bibes bes = x S. Y. West & Co., Memphis, 
Textiles & Machinery Corp., | AE, Se ee x 
DN MUNG asaduniecitaccecscocs x Wetemkamp & Gildart, 
Thompson Cotton Co., Bev- Memphis, Tenn..---....-..|---------- x 
erly Hills, Calif.; Los T.J. White & Co., Memphis, 
Sees: Game a ck x BOD nna nina cc -senewecnenfeso-cesees x 
J, 8. Tissington, Muskogee Williams Cotton Co., Mem- 
RI oe ne ee ee Ne x SOE. wGacanukiwcucad iaabeseons x 
Toyo Cotton Co., Dallas, Tex_}__......-- x Floyd Willis & Co., Musko- 
gee, Okla., Dallas, Tex. _.--|_.......-- x 
Toyo Mohan Cotton Co., N. F. Wilson, Shreveport, La_}........-- x 
Inc., El Paso, Tex_......--. |---------- x W. R. Wilson & Co., Green- 
George H. Traylor, Jr., Lub- Gy RR ses x 
I TN a gg Na a Sa x Tom W. Wood, Lamesa, Tex_|__._....-- > 
H. E, Vaughan & Co., Dallas, Yarborough & Co., Jackson, 
OR. AAS RT Sk abe Roan sesckhee x SER. isicckceceess dxncd’ xX! 








! Controls or has a known interest in a separate corporate entity operating 1 or more warehouses. 

2 ——- owned subsidiary of Hohenberg Bros. Co. See Hohenberg for warehouse interest. 

!Own ngmnamnn Warchouses through their Western Cottonoil Co. Division; control Gulf Atlantic 
Warehouse Co., a wholly owned subsidiary; principal stockholder in Western Compress Co. 


. With other Memphis cotton merchants, has interest in operation of Producers Warehouse, Memphis, 
enn. 


§ Own Calcot Compress & Warehouse, and controls Westcot, Inc.; ownership in stock of Agro Warehouse, 
Inc., Phoenix, Ariz., limited to employees of Calcot Ltd. 

‘Own Cotton Producers Association Warehouses at Hawkinsville and Savannah, Ga.; officers of associa- 
tion through separate corporation (Little River Landing Co.) centrol Etowah Warehouse, Rome, Ga. 


_ rene warehouse known as Galveston Cotton Co., Galveston, Tex., until Mar. 13, 1959. Warehouse 
sold. 


Mr. McLatn. Well, we sell millions of bales of cotton. In fact we 
sold over 6 million this year. 

Mr. Wuirren. You mean without. the benefit of reclassing? 

Mr. McLatn. That is correct. What we did this year was to reclass 
all of our cotton that we took over from the 1958 crop, plus all the 
cotton we had in our inventory at the beginning of the market year, 
and this is what we call reclassing at or ahead of time of the sale. 
We still have a lot of that cotton in inventory. People have bought it 
all the time, and they don’t know, when they buy it, whether it is the 
same as when we reclassed a year ago or whether it isn’t. When they 
buy it—and this is the part, of course, that ought to be put in after 
your talking about the $137million—when they buy it, they bid ac- 
cordingly, because they know from experience what has happened 
before, and they place their bids on this basis. 

Now, regarding this idea that there is $128 million that was just 
windfall, to anybody in the cotton business—let me put it this way: 
95 percent of the people in the cotton business would tell you that 
this is not so, that they bought the cotton on the basis of what it 
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actually was. It was not what showed in the catalog, so we reclassed 
it, and they paid for exactly what it was, just like when you buy a car- 
load of grain, you buy it on the basis of what it was on the day you 
bought it. 

When they bid on this basis—and we know this, everyone that is in 
the business tells us this—they just bid this much lower. 

Now, we feel—and I have been just as honest and fair in trying 
to explain this to you as I can be, that the fair way to do this is to let 
these fellows know what this class is, the d: ay or as soon after the day 
they buy it as is humanly possibly. 

Mr. Wurrren. Well, that is the part that bothers me. You want 
to tell them afterwards and I want to put it out there where every- 
body knows what it is so that you can have competition. 

Mr. McLarn. Do you want us to regrade all of this cotton? 

Mr. Wuirren. The spotcheck should show where there has been 
a material change and where there is some need. I say that is a deter- 
mination for you to make and not the buyer after the fact. 

Our investigation shows that some of the cotton reclassed before 
was sold in world trade, much of it at higher than first class. If you 
determine reclass is needed, I believe it best to lay it on the counter 
where everybody has an equal opportunity to bid. 

Now to reclass after somebody has bought it, with them using what- 
ever advance knowledge they may have, I think is unsound. 

Sell it after reclass, if you determine reclass is necessary on a spot- 
check basis. 

Mr. McLain. Of course, we are in an impossible position with the 
other committee. 

Mr. Wuirren. I’m sorry there is not complete agreement though I 

can understand the buyers’ desire to get the $137 million which we 
have to restore to CCC at t: ixpayers’ expense. 

Mr. McLatn. No. I am just leaving the shippers out of it. I look 
at the equity of it. 

Mr. Wuirren. Now you know that the shippers went to our friends 
on the other committee and promoted the letters, do you not? 

Mr. McLarty. It hasn’t only been the shippers. 

Mr. Wuirren. The shippers contacted you before they went. to the 
committee. 

Mr. McLarn. Not only the shippers. 

Mr. Wuirren. Did they not? 

Mr. McLarn. Sure they did. 

Mr. Wuirtren. That is right, and they went to the other committee 
after contacting you, and enlisted our friend on the other committee 
on what I believe was a misleading basis. Cert ainly the members of 
that committee who talked to me indicated as much. 

Mr. McLarty. I cannot answer as to what they did because I do not 
know all of what they did, but I know we got letters from Senator 
Ellender and Mr. Cooley, plus 10 other Congressmen. 

Now I want to finish the conversation that I had with Mr. Cooley 
and his subcommittee on cotton. 

I suggested, because I normally try to be a reasonable and fair man, 
Mr. W *hitten, that that committee and you get together to see whether 
there is not some area where we could have every vbody happy. 

Their answer to that was there wasn’t any use. Now that is the 
way the thing stands. 
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Mr. Wutrren. I appreciated your suggestion and was and am glad 
to discuss the problem with them. The matter of spending CCC 
funds or protecting them is within the jurisdiction of, and the respon- 
sibility of, this subcommittee. 

Mr. McLain. I would say this: If this committee does not want it 
done—I am not asking you to put anything in your report—but if 
you do not want it done. I think this would be the fairest way to in- 
dicate it, not only to us, but to the world, and then the other com- 
mittee can do whatever they want when it comes to the floor. 

Mr. Wurrren. We are glad to take our stand. We are opposed 
to reclassing after sale. Again we do not oppose reclassing where 
you deem it necessary if done before sale where everyone has equal 
opportunity. 

Mr. McLain. I just hope this committee sees the impossible posi- 
tion we are in. We have the House Agricultural Committee and the 
chairman of the Senate Agricultural Committee telling us to do one 
thing and you are telling us to do something else. 

Mr. Wuirren. Have you asked them about classing in advance? 

Mr. McLain. I have talked to them at their request several times. 

Mr. Wuirren. I said, “Have you asked them ?” 

Mr. McLarn. Yes. 

Mr. Wuirren. Would that not obviate the claim of “pig in the 
poke” business ? 

Mr. McLaxrn. It does not. 

Mr. Wuitrren. Why does it not ? 

Mr. Bercer. You just cannot run it in this manner, with the pro- 
gram we have, and buy the cotton available for sale, so that the trade 

can come in and pick out of our stock what they want when they need 
itand when they want it; it has to be reclassed up to date. 

Mr. McLain. Every week or two. We pay the cost of this, Mr. 
Whitten, just remember this. This is another factor that you can- 
not lose sight of. When we reclass it ourselves, put it in the catalog; 
we pay that cost. 

Mr. Wuirren. Let me say this: You have under your control, the 
basis on which cotton is sold, and, if you want to include the costs, 
it is within your power to do so. You can add to the price the cost 
of the reclassing. 

Mr. McLarn. That comes out on the taxpayer when it is sold, when 
we reclass. 

Mr. Wuirren. How much would reclassing cost ? 

Mr. McLatrn. It is quite substantial. 

Mr. Wuitren. How much? 

Mr. McLarty. We will put it in the record. 

Mr. Wutrren. What is an approximation ? 

Mr. Beacu. I can give you how much it costs to class a bale of 
cotton. 

(The information referred to follows :) 


The cost incurred in reclassing the 1957 and prior seasons stock of cotton 
excluding classing fees were as follows: 


Reel ur” ene “SO i $60, 025. 01 
Clerical and other administrative cost__...__.._._.._..._...._______ 37, 508. 65 
Service charges paid to warehousemen for sampling, mailing, return- 
SRN OO Se a gg aay ihe ee ned 415, 482. 12 
RR ia a a a i 913, 010. 78 


53155 O—-60 pt. 3 30 
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The reclassification of 1957 and prior seasons stock involved 1,083,139 bales 
of cotton yielding an average cost for the factors enumerated above of $0,474 
per bale, to which must be added the 22.3 cents per bale fee assessed by the 
classing offices, making a total cost of 69.7 cents per bale. 


Mr. Wuirten. That is peanuts as compared to $166 million spent in 


rebates. 

Mr. McLain. We have over 8 million bales. 

Mr. Wuirren. Did you not recently raise the carrying charges 
against that ? 

Mr. McLain. Yes, starting this new market year. 

Mr. Wuirten. All right. That shows the power you have to re. 
flect the cost of reclassing if you see fit, does it not ? 

Mr. McLain. Yes. 

Mr. Wuirten. That is, if you see fit to do it. 

Mr. McLarn. We are just saying that the cost of this is not borne 
by the fellow that buys it. 

As a matter of principle, I think I disagree with you, because | 
do not believe any commodity ought to be sold other than on the 
basis of what it is on the day it is sold. 

Mr. Wuirten. I think I should say that it was represented in the 
hearings that the cotton shippers (1) weren’t willing to buy by 
sample; (2) weren’t willing to show their books and show whether 


they lost money on this cotton where they claimed you ought to give | 


them rebates; (3) refused to offer to world trade at the new class. 
Now that is their business. We have no evidence that this year they 
bid anything like $128 million less. If you have any evidence to 
show that they would bid less on this cotton because it was not re- 
classed, I would be glad to have it. 

Mr. McLarn. All I can say is that in order to get us off the hook 
of an impossible impasse on how to run the thing, with your con- 
mittee—we aren’t going to move until you think it ought to be done, 
and then we haye to consider the other committee. 

Mr. Wuirren. I think you should announce now. It is my belief 
that if there is any need to reclass the Government cotton, the deter- 
mination should be made by the Government which services the 
classing. 

If there is any need to do it, the Government should reclass it 
prior to sale and give everybody a fair chance. _ 

If there is any expense and you want to pass it on to the purchaser, 
that is within your power to do. 

Mr. McLarn. The biggest complainers are the small shippers, the 
fellows that cannot buy “pigs in a poke.” 

Mr. Wurrrten. Mr. McLain, I happen to know by reason of being 
the recipient of a lot of contacts myself, since this came up, and this 
is to my knowledge, that not a single small buyer or shipper with 
whom I have talked has failed to see the advantage of having this 
listed in the catalog where everybody can buy on a competitive basis. 

Mr. McLain. And the people who have contacted you are different 
than the ones who have contacted me. 

Mr. Wuirren. Certainly. I appreciate that. Your contacts are 
from those who received the large rebates. 





ra 


that 


—— 


ed et et ee es 


to % 


rep 


> bales 
$0.474 
by the 


ent in 


arges 


tO re- 


borne 


use | 
n the 


n the 


ether 


neem ee enn 


give | 
class, | 


they 
ce to 
ot re- 


hook 
com- 
done, 


relief 
leter- 
; the 


ss it 
aser, 


, the 


eing 
this 
with 
this 
sis. 
rent 


| are 


465 


Now, I will ask you again: Do you have any evidence whatsoever 
that in the sale of this 8 million bales of cotton that you have received 
any less dollars because of no reclass ? 

Mr. McLarn. Yes. 

Mr. Wurtrren. Could we have it for the record ? 

Mr. McLarn. It can’t be in specifics. 

Mr. Wuirren. I just asked you what evidence you have? 

Mr. McLatn. The evidence of everybody in the business saying so. 

Mr. Wuitren. Well, will they show you the books? 

Mr. McLarn. We aren’t in the process of examining the books. 

Mr. WuitTeN. Well, they are asking for a return of what amounts 
toa rebate or a discount on the sales and will they show you the books? 
There were a few at the hearings, as you recall, over there and their 
representatives said “No” in answer to my question. 

They just tell you this, without supporting it with anything except 
their statements. 

Mr. McLarn. No; it is just simple economics, that people do not 
buy things without knowing what they are, without discounting the 
price. I do not think you would, nor do I think anyone on this com- 
mittee would. 

Mr. Wuirren. All right, you sold 6 million bales this year without 
reclassing after sale. When any group had a program where they 
could get you to issue $128 million in rebates, from $166 million, you 
know they would not give it up if they could help it. Isn’t that 
human nature, too? 

Mr. McLarn. This isn’t the point at all tome. It is just the point 
of whether or not you want to be fair with people that are buying our 
ima and let them know what the commodity is the fa they 

uy it. 

Mr. Wuirren. All right, Mr. McLain. I will go along with you 
and let’s reclass it and let them know. But let us not sell it to them 
when they have it in the warehouse, and let them get the advantage, 
and then reclass it after the fact, where no one else knows what it is 
at time of sale. 

Now, I will ask you this: On grain that is in export, if they have 
you check it, do they have to live up to the Government standard ? 

Mr. Bercer. They sell it on U.S. grade. 

Mr, WuitteEN. That is right, but our investigation shows that even 
= rebate it they, in turn, cannot sell it for what it originally 
classed. 

Mr. Bercer. That is true and there may be some cases where they 
sold it for less. 

Mr. Wuitren. Well, they do not care to show the books that indi- 
cate that. 

Mr. Bercer. As far as I can understand it, I could see how both 
can be true because they are selling to a different class abroad, and 
thev do not sell it on U.S. grade. 

Mr. McLarn. Let’s be sure that the whole committee knows what 
we think. We think the proper way to handle cotton sales is that after 
purchase it will be immediately reclassed as quickly as we can, every 











466 
bale of it, just like when we sell 1 million bushels of wheat, corn, or 
a 

r. Wuirtren. Don’t let the subcommittee misunderstand this 


either, that you, on your own, told this committee that you could not 
reclass and could not sell by sample. You did sell it to these big 


er and you signed $137 million now $166 million worth of | 
s. 


chec This committee had to refund that in restoration of the 
capital stock of the Commodity Credit Corporation, and yet our 
investigation showed that much of this cotton was sold in commerce 
at higher rates. 

Mr. McLain. We never said we could not reciass ahead of sale, 
because we did it last year. 

Mr. Wutrren. You did it last year? 

Mr. McLain. No, wait a minute. We said we could not sell on 
sample because there is not one man in a hundred that agrees that we 
could sell on sample. 


BOARD OF DIRECTORS OF CCC 


Mr. Wuirrten. Now we turn to other aspects of the Commodity 
Credit Corporation, and again, who are the Board of Directors? 

Mr. Bercer. The Secretary is the Chairman of the Board, 

Mr. McLatrn. Yes, the Secretary is Chairman; other members are: 
Under Secretary Morse; Assistant Secretary Peterson; Assistant 
Secretary Miller; AMS Administrator Wells; General Counsel Bar- 
rett ; and myself. 

Mr. Wuirren. Do all of you accept the fact that it devolves on you 
to protect the assets of the Corporation ? 

Mr. McLatrn. This is the oath we take when we take office. 


INCREASES IN WAREHOUSE PAYMENTS 


Mr. Wuirrten. To me, it is rather serious that we have reduced 
prige supports to the farmer substantially, about 20 percent, I believe, 
and at, the same time storage payments and carrying charges and 
everything else for the nonfarmers have been increased. 

Now, for the record, in 1956 we had you supply us with a state- 
ment of the increases that you made in warehouse payments. I would 
like the record at this point to show the increases by commodity that 
have been made and the dates on which they were made for the various 
commodities. 

(The information referred to follows :) 
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Warehouse charges for wheat, rye, soybeans handled and stored under uniform 
rn, or grain storage agreements ! 


‘ {Cents per bushel] 
this cecdeniaienen< ties : 


d not Received Fy truck Received by rail or water 
e big | A 
th of Receiving Annual | Annual 
f } i Year Annual | storage | Annual | storage 
the j Load | storage | charge | Receiv-| Load | storage | charge 
out charge plus 1 ing | out charge plus 1 
t our Comm. | Id. pres. service service 
nerce charge ? | charge ? 
| | 
(1) 2) (3) | (4 (5) (6) (7) | @®) (9) 
sale, 
area I 
i 40 2. 00 0. 50 7. 500 0. 50 0. 50 6. 250 
1942 2. 00 .50 | 8.125 50 | 50 | 7.125 
194¢ 4.00 50 | = 9. 500 1.00 50 8. 500 
; ‘ 
11 on 1948 5. 33 66 | 10.333 1.25 .625 | 10.625 
at we 1949 6. 00 50 | 10.000 1.50] .75 | 10.000 | 
1952 6. 00 .50 | 13.333 1. 50 75 | 13.666 
1954 6.00 .50 | 14.333 | 17.333 1. 50 | 75 | 14.666 16. 166 
1956 5.75 34.00 75 | 15.695 | 1.50 | 75 | 15. 695 | 
Area IT | | 
F 1940 3.00 50 | 8.000 | 50} .50 | 7.000 
| 1942 3.00 . 50 8. 875 50 | 50 | 7.875 | 
odity 1946 4. 50 50 | 10.000 1.00 .50 | 9.000 
Ity 1948 6. 00 66 | 11.000 1.25 625 | 11.250 
3? 1949 6.00 50 | 10.000 | 1. 50 73 | 10.000 | 
7 1952 6. 00 50 | 13. 833 | 1. 50 .75 | 14.166 
1954 6.00 50 14. 833 17. 833 1. 50 | 7h | 15.166 | 16. 666 
sare: | 1956 5. 75 34.00 75 16. 425 | 1. 50 75 16. 425 
> ¢ ' Area ITI | 
, ; ‘ | 
at 1940 3. 00 50 8. 250 . 50 50 7. 250 
stant 1942 3. 00 50 9. 250 |___- 50 50 | 8.250 |- 
Bar- 1946 5. 00 50 | 10. 500 1.00 50 | 9.000 | 
1948 6. 66 66 | 11. 666 1. 25 .625 | 11. 250 
1949 6. 50 50 | 10.750 1. 50 .75 | 10.750 | 
952 6. 50 50 | 14.333 : 1. 50 75 | 14.666 
nh you 1954 6. 50 50 | 15.333 | 18. 583 150} .75 | 15.666 17. 166 
1956 6. 25 34.25 75 | 16.790 1. 50 75 | 16.790 
Area IV 
1940 3.00 ST eae 50 .50 | 7.500 
1942 3. 00 .50| 9.625 |___. 50} .50 | 8.625 |... 
1946 5. 00 : 50 | 10. 500 | 1.00 | 50 | 9. 500 | 
1948 6. 66 66 | 11. 666 | 1.25} . .625| 11.875 
1949 7. 50 50 11. 000 1. 50 | 75 | 11.000 
11. 500 | | 11.500 
luced 1952 7. 50 . 50 14. 833 1. 50 75 15. 166 pics 
: | 154 7. 50 50 | 15. 833 19. 583 1. 50 | 75 16.166 | 17. 666 
lieve, i 1956 7. 25 5. 00 75 17. 155 1. 50 75 | 17.155 
' Area \ | 
; and 1954 7. 50 50 | 16. 166 19. 916 1. 50 75 | 16.500 18. 000 
© 7 Fr | 


x 
on 


195¢ 25 3 5.00 75 17. 885 


S| ies | 
state: _ pe eee 


vould Soybe ins first included under UGSA and schedule of rates in 1942. 
?The service charge was applicable only to the 1954 UGSA and accrued on each anniversary date of 
that leposit of the grain in store. 
‘ Applicable only to CCC-owned grain from CCC-owned facilities. First incorporated in schedule of 
rious 


rates in 1956 
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Warehouse charges for barley handled and stored under uniform gain storage agree- 
ments 


{Cents per bushel] 


Received by truck 





Received by rail or water 




















Year \ | | | 
| | Annual | | Annual 
| Receiving | Load-out | storage | Receiving | Load-out storage 
| charge | charge 
| 
(1) (2) (3) (4) (5) (6) 
ae aS anyone satiasteenmanaian | a ‘e — icici — sa — 
Area I | | 
1940 | 2. 00 0. 50 7. 500 0. 50 0. 50 6. 250 
1942 2. 00 50 8. 125 50 50 7. 125 
1946 4.00 50 9. 500 1.00 | 50 8. 500 
1948 5. 333 . 666 10. 333 1. 25 625 10. 625 
Area II: | | 
1940 | 3. 00 50 8. 000 | 50 50 7. 000 
1942 3. 00 7) 8. 875 | 50 . 50 7. 875 
1946 4. 50 . 50 10. 000 | 1. 00 . 50 9. 000 
1948 6. 00 . 666 11. 000 | 1. 25 . 625 11. 250 
Area ITI | 
1940 3.00 . 50 8. 250 50 . 50 7. 250 
1942 3.00 . 50 9. 250 50 | . 50 8. 250 
1946 5. 00 50 10. 500 | 1.00 50 9. 000 
1948... 6. 666 . 666 11. 666 | 1. 25 625 11. 250 
Area IV: | 
1940 3.00 . 50 8. 500 50 50 7. 500 
1942 3.00 . 50 9. 625 | 50 . 50 8. 625 
1946 5. 00 50 10. 500 | 1.00 . 50 9. 500 
1948 6. 666 - 666 11. 666 | 1. 25 - 625 11. 875 
| 
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Warehouse charges for grain sorghums handled and stored under uniform grain 
storage agreements 


{Cents per bushel] 


Received by truck Received by rail or water 


Receiving Annual Annual 
Year Annual | storage Annual | storage 
Load- | storage charge Receiv Load- | storage charge 
out charge plus 1 ing out charge plus 1 
Comm. | Id. pres service service 
| charge ! charge ! 
l 2) 3) (4) (5) (6) | (9) 
42 2. 00 0. 50 8. 125 0. 50 | 0. 50 7. 125 
4 5. 04 56 7. 560 1.12 56 7. 560 
48 6. 71 75 8. 400 1. 40 70 9. 450 
49 6. 00 50 10. 000 1. 50 75 10. 000 
2 6. 00 50 13. 333 | 1. 50 75 13. 666 
v4 6. 00 50 14. 333 17. 333 1. . 75 14. 666 16. 166 
Af 5.75 24.00 7& 15. 695 1. 50 75 15. 695 
il 
42 3. 00 50 8. 875 | 50 50 7. 875 | 
i 5. 04 56| 7. 560 1.12 56 | 7.560 | 
F 1948 6. 71 75 8. 400 1. 40 70 | 9.450 | 
49 6. 00 50 10. 000 1. 50 75 10. 000 | 
59 6. 00 50 13. 833 1. 0 75 14. 166 
4 6. 00 50 14. 833 17. 833 1. 50 75 15. 166 16. 666 
954 5.75 24.00 75 | 16.425 1. 50 75 | 16.425 } 
VII] | 
42 00 50 9. 250 5D 5O 8. 250 
aff 5. 04 56 7. 560 1,12 56 7. 560 
44s 6.71 75 8. 400 1. 40 70 9. 450 
| 49 6. 50 50 10. 750 1. 75 10. 750 
952 6. 50 50 14. 333 1. 50 75 14. 666 
54 6. 50 50 15. 333 18. 583 1. 50 75 15. 666 17. 166 
O5¢ 6. 25 24.25 75 16. 790 1. 50 75 16. 790 
rea IV 
42 3. 00 50 9. 625 50 5D 8. 625 
Ht 5. 04 56 7. 560 1.12 56 7. 560 
+48 6. 71 75 8. 400 | 1. 40 70 9. 450 
Hu 7. 50 50 11. 000 1. 50 75 11. 000 
11. 500 11. 500 
152 7. 500 50 14. 833 1. 5O 75 15. 166 jae 
054 7. 50 50 15. 833 19. 583 | 1. 5O 75 16. 166 17. 666 
v5 7. 25. 00 75 17. 155 1. 75 17. 155 | 
\ 
44 7. 0 50 16. 166 19. 916 1. 50 75 16. 500 18. 000 
of 7. 25 2 5. 00 75 17. 885 1. 50 75 17. 885 
he service charge was applicable only to the 1954 UGSA and accrued on each anniversary date of deposit 
ithe grain in store 








First incorporated in schedule of 
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Warehouse charges for oats handled and stored under uniform grain storage agreemen{; 


{Cents per bushel] 


—— 


Received by truck Received by rail or water 
| 
Receiving Annual | Annual 
Year | Annual! storage Annual | storage 
| Load- | storage | charge | Receiv- | Load- | storage | charge 
| out | charge | plus1 |_ ing out charge plus | 
| Comm, | Id. pres. | | service Service 
| charge! | charge 
| 
1 “ti BF a) (4) (5) | (6) (7) (8 (9) 
| | 
All areas | 
1942 2. 00 0. 50 8.125 0. 50 | 0. 50 8. 125 
1946. 2.75 50 8. 500 1.00 | 50 8. 500 
1948 3. 66 . 666 9. 000 1. 25 | 625 10. 625 
1949 3.00 50 8.000 | 1. 50 | 75 8. 000 
1952 3. 00 . 50 10. 375 | a 1. 50 | .75 BO: GSS i. 45= 
1954 3.00 |... 50 10. 875 | 12. 375 1. 50 . 75 11. 125 12. 625 
1956 2.75 22.00 i) 11. 680 | 1. 50 | 


75 1.000 | o..ee 





! The service charge was applicable only to the 1954 UGSA and accrued on each anniversary date of 
deposit of the grain in store. 


2 Applicable only to CCC-owned grain from CCC-owned facilities. First incorporated in the schedule 
of rates in 1956. 


Warehouse charges for flax handled and stored under uniform grain storage agreemeni 


{Cents per bushel] 




















Received by truck Received led rail or water 
| | 
Year | Annual | | Annual 
| Receiving | Load-out | storage | Receiving | Load-out storage 
charge | charge 
(1) (2) (3) (4) 5 | (6) 
Area I: 
1942. : 5.00 | 0. 50 8.125 | 0. 50 0. 50 | 7.13 
1946. wibeuametecacd | 4.00 | 50 | 9. 500 | 1.00 0 8. 50 
1948. | 6. 60 | 80 | 11. 125 1. 50 | 75 | 11.) 
Area II: | 
Sainte Soh etic anes 5. uJ | 50 | 8. 875 0 50 | 7.875 
1946... 4. 50 50 10. 000 | 1.00 | 50 | 9. 000 
1948_____ 7.45 | 80 | 11. 950 | 1.50 | 75 12.00 
Area III: | | 
Beene rere ses 5.00 | 50 9. 250 | . 50 . 50 | 8 250 
Daas ca. bias tekeaskc 5.00 | 50 | 10. 500 | 1.00 | . 50 | 9.00) 
MR asinine sccm eumuck | 8. 25 | . 80 12. 780 1. 50 | . 75 12. 
Area IV: 
Ga wad oaaivcen awa 5. 00 . 0 | 9. 625 | 50 | . 50 8 625 
MI cscs erie are woe —- 5. 00 -” 10. 500 1.00 . 50 | 9. 50! 
BND sence ec saad 8.25 | 80 | 12. 780 | 1. 50 | 75 | 12. 78 
| | | | 
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Mr. Wuirren. Then, in addition to that, I would like to haye 
brought down to date the statement that was submitted in 1956 which 
showed that up until that point you had paid out $117,110,580 addi. 
tional costs in storage by reason of your increase in rates. 

I would like to have that brought down to date for the record at this 
point., 

(The information referred to follows :) 


INCREASED Cost TO CCC DUE To INCREASES IN STORAGE RATES FOR COMMODITIES 
STORED COMMERCIALLY 


Increases in rates of storage paid by CCC to commercial warehousemen over 
the rates paid to such houses on July 1, 1951, have caused CCC to pay the 
increase in costs. 


Estimated amount of storage costs in excess of what such costs would har 
been on basis of rates in effect on July 1, 1951 


Fiscal year ending June 30 

12; aA 5% z= ees ; Sosy $427, 080 
1953 Bean anaes : aa : is ra ieee 5, 5, 853, 65 
ies... : és a ‘ ‘a , 065, 895 
1950... . ie : aed 2, 313, 664 
ORO: Satta — _. DO, 950, 347 
ties, se aaa >2, 438, 350 
1LODS aa 7 aids 7 ee, 521, 1% 

74, 360, 384 


OR encase pee Sep cite ; : 3138, 480, 519 


The rates in effect throughout the years covered here have been for comparable 
services generally. The major factor which has contributed to the noticeable rise 
in excess costs during the past 5 years was the increased inventories of CCC- 
owned commodities as compared to those of the earlier years. 


INVESTIGATION REPORTS ON STORAGE COSTS 


Mr. Wurrren. Now, we have had a number of investigations. The 
first was a report on the Commodity Stabilization Service, dated De- 
cember 1955. It contained the followi ing significant findings: 

(1) Additional storage bins were purchased in 1955. ‘The need 
for additional bins was determined so late in the year that it was 
es cogen to accept the low bid, with a loss of over $1 million. 

The failure to adjust storage rates for grain received by truck 
to = for rail receipts tended to preclude the use of more econom! 
cal movement of grain by truck. 

(3) The Department established an additional ‘anniversary pay- 
ment” which gave terminal warehouses 100 percent more storage pay- 
ment for grain received by truck than grain received by rail. 

4) In 1955 the Departme nt moved over 15 million bushels of corm 
ci the Midwest to the west coast, not in the channel of normal 
exports, at a cost of 43 to 63 cents per bushel- —about $8 million— 
cmap 100 million bushels of empty bin capacity in the Midwest. 

5) The Department paid $489,072 to the commission merchants if 
( oe ago, Kansas City, and Minneapolis in 1955, despite the fact that 
CCC personnel in those cities could have per formed such work at littl 
or no extra cost. 

(6) The Department paid forwarding agents in Chicago $436,0 
in 1954 and 1955, where you had adequi ite people to have done the 
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‘ob yourself. If the Dallas office method had been used, you could 
ave saved a substantial portion of this cost. 

(7) The Department sold 74.3 million bushels of corn at a loss of 
326,600,000 on the basis that it was nonstorable, even though the corn 
ras later determined to be storable. 

(CSS comments on findings 1 through 7 are as follows:) 


(MMENT OF THE DEPARTMENT OF AGRICULTURE WITH RESPECT TO COMMITTEE 
INVESTIGATOR’S REPORT DATED DECEMBER, 1955 


|, Earlier bin purchase would have saved money. 


The question as to whether or not the lateness of the decision to purchase addi- 
tional bin space and early delivery requirements cost CCC the extra money 
indicated is debatable since it is based on the assumption that the low bidder 
would have been able to supply the total quantity which is only a remote possi- 
bility. Historically it has always been necessary to award the bin contracts to 
nore than one supplier because of the inability of any one (low) contractor 
to supply the entire quantity within the specified time. Every effort will be 
made in the future to announce decisions to buy additional bin space as early 
as possible. 

Itis very difficult early in the year to estimate bin requirements accurately. 
Ifin 1955, bins had been purchased even 2 months earlier on the basis of apparent 
need at that time twice as many bins would have been bought as were actually 
purchased. 


2, Disparity between truck and rail receiving rates. 

, Anniversary payments. 

Subsequently on page 477 of this record it is stated that in a report on CSS 
lated December 1956, the investigators found the 1956 Uniform Grain Storage 


Agreement corrected several inequities existing in the 1954 agreement such as 
higher truck receiving rates and anniversary payments. 


|. Movement of grain to the west coast. 


The decision to move corn to the west coast was made at a meeting of CSS 
versonnel and the trade held in Minneapolis, Minn., July 22, 1955. Trade 
jersonnel present represented primarily storage interests in the Midwest and 
lot the warehouses on the west coast. At the meeting the director of the 
Portland CSS commodity office indicated that because of a decided decrease in 
the estimated crops of barley and wheat in his area there was a substantial 
jiantity of storage space available. Because it was unlikely that CCC could 
Mtain sufficient steel bin capacity to take care of anticipated corn deliveries 
itappeared practicable to move the corn to the west coast for storage. Assuming 
that by October 1, 1955, CSS was in a position to know that by moving corn from 
‘tate to State and county to county in the Midwest it would not have been neces- 
ary to ship additional corn to the west coast, it is by no means clear that a saving 
ld have been effected by such internal movement. 

The corn would still have been no nearer its ultimate market and substantial 
rausportation and handling costs would have been incurred. The report is 
wnewhat misleading in indicating that transportation costs of 45 to 63 cents 
et bushel were unnecessary. Movement to the east coast would have cost 
‘ithin 10 or 15 cents of this amount had the corn in question originated in the 
eastern part of the Corn Belt. 


). Utilization of cash grain commission merchants. 


The use of commission merchants by the Corporation is, we believe, in ac- 
rdance with the intent of that section of the CCC Charter Act which provides 
Inthe Corporation’s purchase and selling operations with respect to agricultural 
mmodities * * * the Corporation shall to a maximum extent practicable con- 
‘stent with fulfillment of the Corporation’s purposes and the effective and 
efficient conduct of its business utilize the usual and customary channels, 
‘acilities and arrangements of trade and commerce.” There is a difference of 
pinion on the proper interpretation of this provision. There have been indi- 
‘ations in the past, for example, from the Senate Committee on Agriculture and 
Forestry that perhaps we were not using commission merchants as much as we 
‘hould; and on the other hand, the House Committee on Appropriations has 
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indicated that we are probably using their services more than we should. The 
Dallas and Portland commodity offices do not use commission merchants becang 
the trade in those areas is so organized that commission merchants do not 
ordinarily participate in normal commercial movements of grain. On the othe 
hand, in the Chicago, Kansas City, and Minneapolis areas, commission merchants 
play an important part in the normal handling of commercial movement and 
sales of grain. 
6. Use of forwarding agents 

As in the case of commission merchants, the use of forwarding agents by CCC 
in areas where forwarding agents are generally used by the grain trade js 
justified by the provisions of section 5(g) of the CCC Charter Act which stregge 
the use by the Corporation of the customary channels, facilities, and arrange 
ments of trade and commerce. Forwarding agents are used by the Corporation 
with respect to bulk grain shipments only at east coast ports. In the area north 
of Norfolk nearly all of the grain elevators are owned and operated by the rail- 
roads. These elevators are operated primarily as a device for receiving grain 
from cars, ete., and discharging such grain into vessels. They were never ip 
tended to be used as storage media and are probably now being used for this 
purpose only because of the heavy surplus of grain stocks now in CCC hands 

These houses operate under a railroad tariff and do not perform the same 
functions as houses operating under the Uniform Grain storage Agreement, that 
is they do not prepare inventory acquisition reports (CCC form 228) and dispos- 
tion reports (CCC form 229). These functions are actually performed by the 
forwarding agents and these costs, together with other operating expenses, such 
as telephone, telegraph, rent, etc., are included in the one-fourth cent per bushed 
which is paid to them as a fee. Accordingly, east coast forwarding agents of 
CCC have a more detailed operation to perform than that assigned to the Hou 
ton outport office of the Dallas commodity office. For this reason it seems highly 
unlikely that the establishment of an outport branch of the Chicago office on the 
east coast could save five-sixths of the forwarding fees as is concluded by the 
committee staff investigators. 


7. Poor sampling caused storable corn to be sold 


There are some instances, as noted by the investigators, in which probe san- 
ples taken from bin-stored grain will show different numerical grades or differ. 
ent grade factors than those reflected by samples drawn from truck-loaded grain 
after it comes out of the bins. This may result from careless probing in a few 
instances. It is more commonly encountered simply because the grain is ina 
different position when the second samples are taken and the probe sample 
actually reflect factors present in different portions of the grain after it has 
been moved. There also are some grading factors that are especially difficult 
to handle. The factor of damaged kernels may vary in different sections of 
bin of grain, depending on the lots that were originally stored and whether 
some damage has progressed faster than noted in the series of monthly inspec 
tions. The factor of “odor” or “musty” can often throw grain into a low 
grade and then either be lost in one or two movements of the grain, or fail t0 
be noted by a second grader even when working with the same sample. It isa 
factor involving judgment on the part of the grader. In order to protect the 
interests of CCC, our instructions on sales now provide for settlement on the basis 
of the grade sample drawn after the grain is moved out of the bin. 


REPORT ON EXCHANGES MADE UNDER CONSOLIDATION AND ROTATION 
PROGRAM 


Mr. Wuirren. Then, in an effort to try to bring some correction of 
these findings, we had a followup report in January 1956, which it- 
cluded the following findings: 

Prior to July 15, 1955, the Minneapolis office exchanged CCC cout- 
try wheat for terminal wheat directly with the mills. No terminal 
charge or commissions were allowed and CCC usually obtained a + 
cent premium, since country-run wheat outsold terminal wheat by ? 
to 7 cents per bushel. 
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Beginning July 15, 1955, the Minneapolis office began making grain 
achanges under a new consolidation and rotation program under 
which it allowed a 214-cent commission and 2-cent terminal charge. 
This was at a cost of 5 to 9 cents per bushel more than it was worth. 
from July 15 to November 10, 1955, this cost CCC an additional 
283,700 above the cost of previous program. 

Mr. Lloyd N. Case, Associate Director of the Grain Division, CSS, 
advised this program was developed to put movement of CCC grain 
back into normal trade channels. Officials of the Grain Division 
stated, “CCC is required to utilize normal trade channels.” 

That was to put grain back into normal trade channels, even though 
iteost your corporation that much money. 

(CSS comments follow :) 


(OMMENT OF THE DEPARTMENT OF AGRICULTURE WITH RESPECT TO COMMITTEE 
INVESTIGATOR’S REPORT DATED JANUARY 1956 


1, Eechanges made under consolidation and rotation programs 


The initiation of the consolidation and rotation program in the Minneapolis 
area Was another facet of many efforts which have been made to fully utilize 
established channels of trade. Our experience in this program, including the 
findings of the investigating committees with respect to commissions and termi- 
nal charges, has led to a complete review of this practice. Our policies have 
ben changed to minimize, if not eliminate, most of the items presented by the 
investigation report. No commission or terminal charge is allowed in elevating 
the grain. 


INVESTIGATORS’ Reports ON OTHER Po.icres TenpiInG To INCREASE 
Costs 


Mr. Wuirrer. In a report on CSS dated December 1956, our in- 
vestigators found— 

(1) The 1956 uniform grain storage agreement corrected several 
inequities existing in the 1954 agreement as reported in the Decem- 
wr 1955 investigation report, such as higher truck receiving rate 
and anniversary payments. 

(2) Forwarding agents were paid $100,000 on 40 million bushels 
of wheat, loaded into or discharged from the Hudson River and 
James River fleets. This could have been handled by CCC personnel 
ita fraction of this cost. 

(3) Extensive blanding of grain at Baltimore and Philadelphia 
warehouses resulted in reducing quality of CCC stocks of grain at 
uch locations with resulting profits for private warehouse companies. 

(4) The Chicago office was still using commission merchants at 
atra cost to CCC, even though CCC personnel could handle work 
with large savings to taxpayers. 

This is even though you had personnel handling the job and it was 
going through them so as to pay them a commission. 

CSS comments on points 1 through 4 are as follows:) 


(OMMENTS OF THE DEPARTMENT OF AGRICULTURE WITH RESPECT TO COMMITTEE 
INVESTIGATOR’S REPORT DATED DECEMBER 1956 


|) Truck receiving rate and anniversary payments 


j The receiving charges of 2% cents per bushel for oats and 3% cents per bushel 
or all other grain on interwarehouse truck movement of CCC-owned grain 
tre the maximum rates to be paid on such shipments under the 1956 uniform 
fain storage agreement (UGSA). All CSS commodity offices are now author- 
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ized to accept lower rates on interwarehouse truck movements of CCC-owne 
grain if such lower rates can be obtained through negotiation with warehouse 
men on an individual or joint basis. 

It was not possible for CSS to indicate to the trade at the Kansas City 
negotiation meeting the shortcomings of the University of Washingon report 
relating to the cost of receiving grain by truck and by rail at select Pacific 
Northwest terminal elevators because printed copies of the final report were not 
made available to CCC until just before the meeting was called to order. Thug 
CSS personnel had no opportunity prior to such meeting to review the report 
in its entirety, to reach any conclusions, or even to indicate to the trade in at. 
tendance the contents of the report. 

COC in its meetings with members of the grain warehouse trade over a period 
of years has consistently requested cost studies, profit-and-loss statements, and 
any other criteria which members of industry were willing to submit in support 
of their request for rate adjustment. We also have used Government busi- 
ness indexes and other related data to the extent they were available and deemej 
to be relevant. The limited amount of data which was submitted by the grain 
trade pursuant to our request was so general in nature so as to be of little value 
and not considered to be completely representative. However, the recommenda. 
tion made by the staff to the effect that cost studies be undertaken prior to any 
further renegotiation of the uniform grain storage agreement will receive our 
utmost consideration. 

As indicated in the report, the provision for anniversary payments is no 
longer contained in the uniform grain storage agreement. The saving has been 
offset in part, at least, by increases in rates of compensation to the warehouse 
men for other items. 

2. Forwarding agents 

The question of establishing an office or offices on the east coast to serve as for. 
warding agents for CCC has been reviewed on a number of occasions. The re 
port contains a new recommendation, i.e., not using forwarding agents in con- 
nection with grain loaded into the fleet. As pointed out by the report, the 
change in method of operations made last fall has resulted in a much larger 
volume of wheat exported by the grain trade and a reduced volume exported by 
CCC. Forwarding fees are still paid by CCC. The railroad companies have re 
duced the in-and-out charges by one-fourth of a cent per bushel, resulting in no 
additional costs for forwarding fees. 


3. Settlements with port elevators operating under ICC tariffs 


All facts in connection with alleged shortages and deterioration of CCC grain 
at Baltimore (B. & O. RR.) were referred to the Department of Justice. The 
case was settled by the Department of Justice with payment of $381,166.57 by the 
Baltimore & Ohio Railroad Co. 

The railroad companies are operating under the uniform grain storage agree 
ment with reference to CCC-owned grain with minor exceptions. The storage 
rates are those under the UGSA. The elevation charges are one-fourth cent les 
per bushel, which reimburses CCC for forwarding charges. The railroad ware 
houseman at Portland, Maine, and the port authority warehousemen at New 
York City insist they cannot operate at these lower rates without a loss. At 
cordingly, CCC uses these warehouses only when absolutely necessary. 


,. Cash grain commission merchants 


The question of utilizing established channels of trade in handling CCC grail 
can be variously interpreted with respect to all of CCC’s operations. It has been 
our policy to utilize such channels to the maximum extent practicable consistent 
with the fulfillment of the Corporation’s purposes and the effective and efficient 
conduct of its business. As a matter of policy it has not been felt that a cost 
study should be used as a criteria in resolving the question of utilization. Where 

tovernment facilities have been utilized, every effort has been made to conduct 

our operations in a manner which would compare favorably with industry costs. 
When facilities are available, however. and can be used practically, effectively. 
and efficiently, the question is generally resolved in favor of the utilization of 
established channels of trade. 


Mr. Wuirtren. (5) CCC paid $281,042 to butter processors anf 
$2,096,402 to cheese processors in the spring of 1954 for stocks whic! 
you turned right around and sold back to them, and as to which the 
Department, I think, found it necessary to file a suit. 
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How did those suits come out ? 

Mr. Beroer. They are still in court. I am informed there have 
been three decisions handed down by the courts, as I understand it, but 
Ido not know if they have been able to get the money or not. 

(The information requested follows :) 

In suits involving 1954 cheese and butter transactions tried in several U.S. 
district courts, the courts found in favor of the Government. Three of these de- 
cisions Were appealed and were upheld by the U.S. Courts of Appeal for the 
Fourth, Seventh, and Eighth Circuits. The U.S. Supreme Court declined to 
review the circuit courts’ decisions in two cases in which petitions for certiorari 
were filed. Companies involved have refunded to CCC, either as a result of 
court decisions or voluntarily after demand, a total of $2,219,684.62 plus interest 
of $72,656. There remained to be collected, as of March 11, 1960, a total of 
$156,992.99. 

Mr. Wuirren. That was the year of the Burris case, and I believe 
you have brought us down to date on that case. 

Now, it develops that your storage charges were made and the rate 
remained constant, regardless of the length of storage time; is that 
correct ¢ 

Mr. Bercer. Yes, 

Mr. Wuirren. Separate storage rates under the 1954 agreement 
were the same as under the 1952 agreement for a period of time, when 
the separate storage rates were changed to permit higher earnings 
for warehouses, 

Is that your policy ? 

Mr. Bercer. I don’t understand that statement. 

Mr. McCiain. I would assume on all of these, Mr. Whitten—of 
course, many of these reports have been brought up several times 
before, but I would hope you would be fair enough to permit us to 
put this into the record. 

Mr. Wurtrren. I wish you would file any replies you might have 
with the committee. 

Mr. McCriatn. We would like to do that because they have been 
satisfactorily answered several times. 

(Replies by the Commodity Stabilization Service are included fol- 
lowing each comment cited from the reports above. ) 

Mr. Wuirren. When the cost of storage goes higher and higher 
while you reduce price supports to the farmer, we wish to explore 
what we might do to hold it down. 

Mr. McCrary. I am sure I could not—but I think we could satisfy 
alot of other people. 


BASIS FOR STORAGE RATE INCREASES 


Mr. Wuirren. What is the basis, Mr. Berger, for the increase in 
the storage rates ? 

Mr. Brrcer. I do not believe the record, if you could study it, would 
show we actually increased the storage rates. 

Mr. Wurrren. Well, I just read you this report that you gave us 
as to the increased cost because of increased rates. 

Mr. Brercer. The last time there was a change was in 1956. There 
was also one in 1954. Mr. Palmby, my associate, is working with 
this very, very closely. Mr. McC lain himself was here, in the Grain 
Division, at the time the contract was adjusted in 1954. In 1956, 
Mr. Palmby did most of the work 

53155—60—pt. 3 31 
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RECIPIENTS OF LARGEST STORAGE AND HANDLING PAYMENTS 


Mr. Wuirren. I would like to have in the record at this point— 
and I believe this was supplied to Mr. Thomas’ committee— the list of 
those warehousemen who have been the biggest recipients in the last 

5 or 6 years, of storage payments. 

(The list referred to is as follows: ) 


U.S. DEPARTMENT oF AGRICULTURE, ComMopiTy CREDIT CoRPORATION 


Recipients of largest payments for storage and handling in calendar years i 1958, 
and 1956 and contracts in force for these recipients for period 1950-5! 





eee 


Largest payments Calendar 
sy Com- | years operat- 
modi- ing under 
ties | UGSA ofcot- 
| st tored ton storage 
ps | agreement 
| 
| 


| 
C-G-F Grain Co.! 


a 
2 
oo 


23, 470, 634 |$14, 787, 434 | $3,496,881 | Grains__} 1950 through 
1959. 


Cargill, Ine 

Continental Grain Co 

Union Equity Cooperative E xeh: ange 
Archer-Daniels-Midland Co 

Harvest Queen Mill & Elevator Co 
Federal Compress & Warehouse Co- - j 
Farmers Union Grain Terminal Association 
Farmers Cooperative Comm, Co-___- 
Goodpasture Grain & Milling Co 
Morrison Quirk Grain Co-. 

Norris Grain Co-.- 

F. H. Peavey Co-__.- 

Burrus Mills, Inc.? 

General Mills, Inc_- 

Producers Grain Corp 

Dannen Mills, Ine 

Bunge Corp oe 

Sam P. Wallingford C orp 


, 103,615 | 13, 226, ¢ 9, 613, 492 |__ do | Do. 
, 835, 190 5, 833, 69 6, 257 So yaa Do. 
, 717, 599 , 452, 5: 6, 948, 717 |_..do__._| Do. 
, 076, 898 ), 240, 196 7, 966, 957 |_. do. Do. 
884,495 | 5, 514, 064 |_ |...do 
076, 893 4, 447, 035 10, 976,046 | C otton. 
781, 426 3, 328, 485 3, 398,478 | Grains_ 
102, 697 2, 463, 576 |__- waite ._.do 
824, 2907 3, 676, 577 pS 
929, 5S8 , 867, 762 |_- ys Se 
889, 238 | 2, 587, 16 2,019, 558 |__ do 
806, 431 2,428,860 | 2, 860, 2% do 
7, 837 2, 176, 16$ 7, 495, 466 |_.. do 
}, 898 - |_..do 
21, 401 . 644, 82 1, 944, 232 |__ do 
id, 522 ~ 1, 133 ‘ i i Be as do 
DEE Neck ees -| 2,142,588 |___do 
292, 231 Es ahaa coed ae 
The Pillsburv Co___-_- 5, 802 ; < |__ do 
Standard Milling Co Sa cyeke , 819 2, 37 , 647, ...do 
Bartlett Grain Co.3 Sonn sahiee ; , 107, 56 , 710, 794 |...do 
International Milling Co-. =5 £ , 698, £ screams ae 
Occident Elevator Co ea oe , 643, 146 |. cal ea aha 
Kimbell Milling Co_- : iB Seccecs as , 229, 002 |_..do 
Union Compress & POONA NSE vin siete canard te ae clckhaen , 265, 888 | Cotton 
(Memphis) | 
Traders Compress Co___.----- , 143, 792 |... do- 
Gulf Atlantic Warehouse Co eee eel i See , 135, 251 |...do 
Panhandle Compress & W arehouse Co- Se ivanals See mere ile eka 916, 514 |_..do__. 
Union Compress & Warehouse Co, (Lub- |- ees Gabe wnekend 67s) &.280- 5. 
bock). | 


| 


RPNENPNNVNNEPNNNSS RODD ON 





1 Changed name from C-G Grain Co. to C-G-F Grain Co., February 1957. 
2 Changed name from Tex-O-Kan Flour Mills to Burrus Mills, Ine., in 1951. 
? Changed name from Hart-Bartlett-Sturtevant Grain Co., February 1955. 


Note.—Ross Industries, organized in 1959, received payments totaling $2,569,705 in 1959 and $2,392,058 
in 1958 under companies trading as follows: 


| 
1959 1958 


— Se anpenemaginns ——_———| ponectneenenantnanireetiin 


$800, 268 $602, 607 
521, 217 520, 105 
1, 248, 225 1, 269, 346 


2, 569, 705 2, 392, 058 


Mr. Bercrr. The volume has gone up, but as far as the rate is con- 
cerned, we do not agree that there has been any drastic change in the 
rate. 

Mr. Wuirren. Again, the report in 1956 came from you. 
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Mr. Brercer. I would have to look at that more carefully to be able 


to say as to that. 
Mr. McLarty. We can give you, for the benefit of the committee, 


what has happened. 


STORAGE RATE INCREASES SINCE 1952 


Mr. Wuirten. All right. I will ask you to tell us what increases 
you have made in the storage rates since 1951. 

’ Mr. McLatn. Let’s take 1952. a 

Mr. Wurrren. I was trying to give you something to tie it to. 

Mr. McLatn. 1952 was the last time we renegotiated. 

Mr. Patmpy. I do not have all the statistics for individual com- 
modities, but, in round percentages, which I think are most mean- 
ingful—and I can supply the details later—I just have a short com- 
parison on a percentage basis. 

This compares 1940 to 1952 to the present. We started with 1940 
because this was the first year we had a uniform grain storage 
agreement. 

“Since 1940, the loadout, which we refer to as “handling”—in other 
words, the in-and-out elevation—increased 98 percent between 1940 
and 1952. 

Since that time there has been no change—no change at all in the 
handling, which includes the loadout and handling-in elevation. 

And, as regards storage, the increase from 1940 to 1952, based on 
a 12 months’ basis, the increase in 1952 as compared to 1940 was 98 
percent on wheat, and for corn, the other main grain item, the item 
of increase was 71 percent in that period of years. 

Now, comparing 1952 to the present time, or 1956, which is the 
latest period under which we have had negotiations, there was a 12 
percent increase for wheat and a 22 percent increase for storage of 
corn, again based on a 12-month period with one complete handling 
charge. 

Now just to comment on the 1956 agreement as compared to the 

1954 agreement, keeping in mind that 1956 is the present agreement. 
the net effect, or the net cost to CCC on the 1956 agreement, as com- 
pared to 1954, is less. The reason it is less is that this was the year 
that we did away with the anniversary payment. Further, it was 
the first year of the per diem rate structure. In other words, it was 
a daily rate structure, whereas prior to this we had an annual rate 
and an anniversary payment, so that the net effect of the 1956 agree- 
ment is a reduction as compared to 1954 as regards the cost to the 
Commodity Credit Corporation, and I think this is a fair way to 
approach it. 
_ Mr. Wurrren. Well, I would presume you believe that. But, our 
Investigators’ report, which comes from our records—and this is by 
area—shows that in area No. 1, in regard to wheat, rice, soybeans, et 
cetera, your loading-out charge increased by 50 percent. From 50 cents 
you raised it to 75 cents. That is the loading-out charges. 

Now the storage rates increased in area I from 13.333 cents in 1952 
to 15.695 cents in 1956; in area IT it increased from 13.833 to 16.425 
cents; in area ITT it increased from 14,833 to 16,790 cents; in area IV 
from 14.833 to 17.155 cents; and in area V from 16.166 to 17.885 cents. 





482 


In all areas the 1952 average of 10.375 cents increased in 1956 to 
11.680 cents. 

The report also states, and I quote: 

The greatest annual increase in the 1954 storage rates over the 1952 storage 
rates amounted to 2.791 cents per bushel and pertained to corn and barley re 
ceived by rail. The 1954 storage rates for flax and wheat for four areas in- 
creased 1 cent per bushel annually over the 1952 storage rates. The 1956 
annual storage rates for commingled grain received by truck were increased 
over the 1954 rates by amounts that ranged from 0.8 cent per bushel for 
oats to 0.719 cent per bushel for wheat in area V. In 1956 annual storage rates 
for commingled grain received by rail or water were increased over the 1954 
rates by amounts that ranged from 0.555 cent per bushel for oats to 1.385 cents 
per bushel for wheat in area V. 

Now, according to our investigators there has been a constant in- 
crease along the line and these are the figures that were given to us 
as coming from your records. 

Mr. Patmpy. That ties in. I said the 1954 agreement reflected the 
22-percent increase on corn and a 12-percent increase on wheat, but 
I do have to point out that in 1956, when we went over to the per diem 
rate structure, we were interested in a long-time storage savings. 
This has resulted in a lowering of the rates, as compared to 1954, in 
the amount we must come to you for more money, and we think this 
is finally the crucial figure. 

Mr. Wuirren. Could we have for the record the increase since 
1952 and the total amounts paid out for storage ? 

Mr. Patmey. This would be tied to the volume that we own. 

Mr. Wurrren. I am not trying to preclude you from showing the 
volume. You can show the volume, too. 

Mr. Paumpy. I can supply that for the record. 

(The information referred to follows :) 


“ - - a . 7 O5 1 
; aratt af onck anmmandiiu tn commercial storage since July 1,.1951 
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BASIS FOR INCREASED RATES 


Mr. Wuirren. Now, on what basis, Mr, Berger, did you increase 
the storage rates, in line with the testimony that has just been had 
from the Department? What is the basis for this increase? 

Mr. Bercer. Mr. Chairman, I came here in March of 1954 and the 
negotiations were already underway in regard to the contract in 1954. 
From that time on there has been, as Mr. Palmby just testified, really 
a savings in CCC, as far as the rate per bushel or the cost to CCC, 
rather than increases, after the 1954 negotiation was completed. 

Now the reason there was more money paid for storage in 1954 
was that we had to do it in order to get enough storage space to hold 
all of the grain we had the responsibility of taking over. That was 
one of the big reasons. 

We still had to buy a lot of bins and erect them in 1954 and 1955, 
and, I believe, a few in 1956. 

Mr. Parmpy. That is right. 

Mr. Bercer. In 1956, before we could get enough storage in order 
to put this stuff away, we had to increase the rate over that we set in 
1954. 

STORAGE FACILITIES 


Mr. Wutrren. How much Government storage is there now, in- 
cluding the Liberty ships? 

Mr. Patmpy. I can answer that. We have been using a figure, and 
it is just about as accurate as we can get, because it varies from week 
to week in emptying out, but we have ‘roughly a 70 percent occupancy 
of our usable bin space presently. 

Mr. Wurrren. What is the total represented by the other 30 per- 
cent? How much is that? 

Mr. Patmey. Our total bin capacity is 985 million bushels and we 
deduct 10 percent as generally being usable, so 30 percent would be 
roughly 885. 

Mr. Wuirren. In that connection I note that the Secretary of Agri- 
culture, Mr. Benson, said in a speech in Washington on January 15, 
after this storage problem had been stirred up again—and I quote 
from the U.S. Department of Agriculture release which is identified 
as USDA 121-60, with a number 3387 at the bottom, released on 
January 16: 


The Department has been doing everything possible to handle the storage 
job in strict accordance with the directives and intent of the laws that Congress 
has given us in line with our sound, practical obligation. Wherever practical, 
by congressional mandate, we are obliged to utilize the customary channels, 
facilities, and arrangements of trade and commerce. 


I would like to call attention to the pertinent section of the law. 
Iturn and find that the section, which reads as follows: 

Provided further, That nothing contained in this subsection shall limit the 
duty of the Corporation— 
and I stress the following language: 


to the maximum extent practicable, consistent with the fulfillment of the corpo- 
ration’s purposes and the effective and efficient conduct of its business, to utilize 
the usual and customary changes, facilities, and arranagements for trade in 
commerce, in the warehousing of commodities. 
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USE OF COMMERCIAL WAREHOUSES 






































Now it is my understanding that the Secretary and you, too, Mr, 
Mr. Berger, from your testimony before the other committee, has 
determined that Government warehouses should be vacated or left 
vacant, if commercial warehouses are available to store this grain, Is 
that correct? Has that been your interpretation ? 

Mr. Bercer. That has not been our policy. Our policy is to use 
the commercial elevators that are there first, that is true, before we 
buy any bins. 

Now, we do follow that policy—definitely. If there is not enough 
private elevator space to put away the grain that we have to take over 
or that we have to store for the farmers, then we do build or put in 
the bin sites. 

Now then, to keep those bin sites filled to capacity, even at this 
time of the year, is a very, very hard job to do because sometimes 
you do not have the empty bin space and the surplus grain in the same 
spot and it costs a lot of money to move it from one location to 
another. 

I cite, for instance, the State of Illinois. We have a situation where 
we have over 40 million bushels of empty space in the State of Illin- 
ois, and we are going to need a lot of extra space, but the bin sites 
are not in the places where we have the surplus grain, The good Lord 
did not happen to give a crop in the area where the storage space is 
and it is hard to get grain down there to those surplus stor age bins 
and put it in the bin sites. 

Mr. Wurrren. I repeat again— and I am reading the testimony 
before this committee—that what you have done is to leave the Gov- 
ernment storage vacant, even though the cost from your own record 
here is about 5.1 cents per bushel in Government storage and 16.4 
cents in commercial warehouses. That comes from this investigation 
report here. 

Now, I note in the hearings with Mr. Thomas’ committee that Mr. 
Berger said that he did not see why it was so bad for people to make 
money. Turning to our investigators’ report, I believe Mr. Berger 
reflected that fee ‘ling which he reflected to Mr. Thomas. And we find 
you have been paying rates to some people where they have liquidated 
the total cost of the warehouse in less than 15 months in one case and 
18 months in another. The report shows quite a number where you 
have paid such rates that they have liquidated the full cost in less than 
3 years. We also find in this report that all sorts of operators, because 
of your policy of giving the job to private enterprise and leavi ing the 
Government storage vacant, have gone in and made tremendous  kill- 
ings in the w: arehouse business. 

Mr. Bercer. Did you check any of those that are not making their 
way at the present rate we are paying them ? 

Mr. Wuirren. That are not making their way ? 

Mr. Bercer. Yes. 

Mr. Wuirren. Do you have such? 

Mr. Brercer. The surveys of the cost tell you; they indicate there are 
people that are storing today that certainly are not making their way. 

Mr. W HITTEN. W ell now, our cost survey, based on your record of 
increasing rates, makes me "wonder what type of cost ‘study you are 
making. “Now, since you mentioned that I will raise another point. 
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FACTORS INVOLVED IN STORAGE RATES 


In the investigators’ report it develops that your contract provides 
for repayment to the warehousemen by the Government for losses sus- 
tained due to the grain going out of condition ? 

Mr. Bercer. It requires them to maintain it at par—— 

Mr. Winrrren. Which leaves them responsible for the payment to 
the Government; is that not right ¢ 

Mr. Bercer. Yes, that is ri 9 

Mr. Wuirren. Now, would you not defeat that requirement by pro- 
viding in the new contract allowances for losses under that guarantee ? 
In other words, you would offset that guarantee he gives you, in effect, 
to maintain the condition of the grain, because in the next contract you 
would give him an increased rate because of that guarantee. Isn’t the 
Government itself paying for its own guarantee under such an ar- 
rangement ¢ 

Mr. Bercer. I do not quite follow you myself. Do you, Mr. Palmby ? 

Mr. Paumpy. My comment on that is that in our present negotia- 
tions we have put it quite simply to them—and I think it is the right 
way to put it, that in any contract we must finally come up with the 
grade called for by the warehouse receipt. We must buy service and 
protection and there is no one else but the Government that is going to 
pay for it if we get that kind of service and protection from them. 
So, in further answer to the question which I think you are getting at, 
over and beyond the cost reflected in our study we do not show any 
return on capital investment or the cost to the warehouseman for 
shrinkage or loss of quality. 

Now, we have to cover these items in addition to their actual operat- 
ing costs, or we will not get any contracts signed, and, in turn, we will 
not have approved warehouses for producers who have grain to store. 

Mr. Wuirren. In other words, you do not follow me either. 

Mr. Patmpy. No. 1 do not understand. 

Mr. Wuirren. Do you pay a uniform rate? 

M. Patmpy. Yes. 

M. Wurrren. The warehouseman guarantees the maintenance of 
the condition of the grain. If he does not, he has to pay; is that right? 

Mr. Patsy. Yes, sir. 

Mr. Wuirren. Now if, in setting the new rate, you take the old rate 
and add to it an allowance for what he may have paid you by reason 
of this assurance, are you not, in effect, paying for your own guarantee ? 

Mr. McLain. Who has made this kind of a statement ? 

Mr. Wuirren. I am talking about the elements that are in your 
present cost study in determining what you will advocate. i 

Mr. McLarn. I do not know where you are getting this kind of in- 
formation from, Mr. Whitten. We have not indicated through the 
negotiating group, Mr. Palmby has not, nor the Board of Directors, 
what we are even thinking about on rates, so I do not know where you 
are getting this. This does not tie up with the facts. : 

Mr. Wunrren. In our investigators’ report, page 1, it says this, and 
I quote: 

Unknown costs resulting from such factors as guaranteed quality and quantity 
upon delivery by the warehouseman: The commercial grain storage survey of 
direct operational costs did not include unknown costs resulting from such 
factors as guaranteed quality and quantity upon delivery by the warehouseman. 
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USDA, in reporting preliminary results of the grain storage cost survey, under 
date of January 21, 1960, set forth the following comments with respect to guar- 
anteed quality and quantity: 

“The estimates do not include all the expenses for which warehousemen must 
be responsible in storing grain. The reported costs do not include indirect costs, 
such as those involved in quality deterioration, shrinkage, and return on capital 
investment. These expenses must be added in any consideration of storage 
contracts.” 

Mr. McLarty. This does not say we are going to add this on to the 
current rate. This just says that this must be added on to the current 
costs as shown by this study. That is quite a different thing. 

Mr. Wuirren. The report goes on to say, and I quote: 

Under the uniform grain storage agreement, which controls rates and condi- 
tions for storing Commodity Credit Corporation surplus holdings, the warehouse- 
man is fully responsible for any loss in quality or quantity. 

During the visit of the staff to the Dallas commodity office, the director of 
that office furnished a copy of certain revisions in the UGSA recommended by 
the Dallas office to the CCC in Washington, D.C. 

Now, if I can interpret that, it means that you are telling them, in 
this cost. analysis for the Department, that they shall add to what- 
ever they already had, these additional factors. 

Mr. Patmpy. Mr. Chairman, we know, and everybody knows who 
handles grain, that these factors must enter into the cost. They enter 
into our own costs. 

So we told the industry, or anyone else interested, that our cost 
survey did not or could not include these unknown factors. That is 
all we are saying. 

Mr. McLarn. I think the misunderstanding here is, Mr. Whitten, 
you have, I think, unintentionally said this means we are going to 
add this to the current rates. Of course, this was in no way even 
thought of, this kind of statement. 

Mr. Wnuirren. When your rates have gone up some 22 percent— 
and I notice the Secretary says, it has increased at about an average 
of 1214 percent—when the value of the commodity is much less than 
formerly because of reductions in price support, and where the farm- 
ers have had their income greatly reduced, it is my opinion this com- 
mittee should do what it can to pull storage rates down in line with 
what the value of the commodity is that is being stored, and what the 
value is to the farmer. 

Mr. McLary. You might ask whether the current people in charge 
aren’t interested in doing that themselves. 

I think we would tell: you we were, and if you would wait until the 
negotiations are over, you will see we have done just that. 

This is why this thorough study was made. This may be incidental 
to you, but it is a fundamental fact that you ought to be interested in. 

Mr. Wutrren. We certainly are, and the committee insisted on the 
study at the time of our last investigation. We called to your atten- 
tion that it was essential that this action be taken. However, when 
the investigators follow you up on it they find, in this analysis of 
the work you are doing, that it is recommended that an allowance 
be made, as I understand it, for the interest a warehouseman might 
be paying on borrowed money to build a warehouse. 
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Is there anything of that nature in your present plans? 

Mr. Beroer. I think that was misunderstood, too. 

Mr. Wuirtren. What is the story? 

Mr. Brercer. We expect to have to pay for this additional risk in 
the warehouseman’s setup wherein he is maintaining the quality and 
quantity, and we know that we have to arrive at some sort of figure 
above this actual operational cost figure we have in the survey, because 
this risk is not included in our cost survey. There wasn’t any way in 
the world for us to make a study of that factor over a period of 
time to find out facts that would be of any value to us. 


EFFECT OF RESPONSIBILITY OF WAREHOUSEMEN FOR GRADE AND QUALITY OF 
GRAIN 


Mr. Marsnauy. If I understand you correctly, what you are saying 
is that one of the reasons you have to pay some additional expense 
in your warehouse agreement is because the warehousemen are re- 
sponsible for the grade and quality of the grain; is that right? 

Mr. Bererer. That is correct. 

Mr. Marsnautt. Now I am going to read the statement that our 
investigators made: 

During the visit of the staff to the Dallas commodity office, the director of 
that office furnished a copy of certain revisions in the UGSA recommended by 
the Dallas office to the CCC in Washington, D.C. Analysis of the recommenda- 
tions made by the Dallas office raised certain questions as to the actual legal 
liability of warehousemen for quality deterioration. 

The Dallas office pointed out that section 10(a) of the UGSA provides that 
warehousemen “shall condition any such grain which is out of condition or in 
danger of becoming so, to the extent he is equipped to do so,” and recommended 
the deletion of the language “he is equipped to do so,” which would result in 
the warehouseman being legally responsible for quality deterioration. 

The Dallas office further pointed out that the warehouseman uses the present 
language as an escape clause in deterioration cases by claiming that he cared 
for the grain to the best of his ability with the equipment he had. 

Now how do you justify that on the basis of paying an additional 
cost of storage? 

Mr. Brercer. I would like to refer that to my associate who is 
working on this renegotiation right now, the chairman of our 
negotiating committee, Mr. Palmby. 

Mr. Patmpy. Congressman Marshall, I think it can be answered 
intwo ways. First of all, I would like to make a comparison of that 
language with what we are presently trying to get in the new agree- 
ment—and this is something that is by far the most important part 
of the uniform agreement—that is, the type of language we have in it. 

The rates, quite often, are incidental to the kind of protection we 
get. This is one of those areas in the old agreement that we are 
trying to clarify more in this agreement, and pinpoint the responsi- 
bility more on the warehouseman. 

Now, as regards that present section 10 in the old agreement, and 
which is in the present agreement, actually it is, and it could be, in- 
terpreted as an escape clause and an approved warehouse can attempt 
to take advantage of it, but in practice it does not work that way— 
and I will tell you why it does not, now. 





492 


First of all, a warehouseman cannot even break even if he does not 
have grain in his house. 

By utilizing this provision of the agreement, this is a way to empty 
his house. 

So, he has nothing to gain by getting the grain out of the house by 
resorting to section “10, ‘whereby we will, after a certain number of 
days, relieve him of responsibility for further deterioration until we 

can move the grain. 

But, in practice the better way for him to proceed is to ask us to 
work with him through our Inspection Service and if we mutually 
agree that the grain is about to deteriorate, or has shown some de- 
terioration, and it is to the advantage of him and to CCC, to either 
sell it or move the grain. 

Following it still further, if a warehouseman acts in an unapproved 
manner and attempts to take advantage of section 10, he will find 
himself not having a uniform storage agreement. In other words, 
we will cancel the agreement on him. 

This has been, however, in the present agreement, somewhat of an 
“out” that we have not been too happy with. But I will assure you 
that in actual practice it has not operated to our disadvantage in 
many cases. 

Now, this is about the best explanation I can give on that. I cer- 
tainly would not interpret it, even in the present agreement, as lan- 
guage that does relieve him of his responsibility. It is not operated 
that way. 

Mr. Marsnatt. How many warehouse agreements have you refused 
to give warehouses, or have you rescinded this past year because of 
that ? 

Mr. Patmpy. We have had quite a few through the years. 

Mr. Marsuauu. I did not ask for all the years, but last year. 

Mr. Parmrny. Frankly, I do not know. I would think that it would 
be very few. We have had very little section 10 grains—what we call 

“orain under the section 10 notice,” in the last year; very little. 

I don’t mean to sidetrack the question, but it actually has not. been 
used. 

Mr. Marsnati. How much money, during the last year have you 
exempted as far as the liability of warehousemen is concerned? Do 
you have those figures ? 

Mr. Patmpy. You mean after we mutually agree on the day where it 
is no longer safe for storage? 

Mr. Marsuatu. No, I am asking because of the escape clause they 
have in the warehouse agreement: How many have you exempted 
from warehousemen who have sought that escape clause? 

Mr. Patmpy. I do not know if we could get you the figure or not. 
We might be able to give you an estimate. I will tell you it is very, 
very small. 

Mr. Bercrr. It isnot very much in the operation. 

Mr. Marsuatn. So, frankly, as far as your program is concerned, 
where they have made use of this, you say it has been very small? 
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Mr. Pautmey. Yes, it has. It was greater a few years back and I 
will tell you why: 

This was put in the agreements to insure the warehouseman some 
protection in case the whole pipeline was full. I think you can see 
this; here is a string of country houses who have deteriorating grain 
and if the pipeline was full, like it was for a great many years, we 
would have the situation where there was no place for Commodity 
Credit to go with that grain, and the warehousing industry naturally 
wanted something in the agreement that they could use for protection 
incase we had no place we could move the grain. 

Mr. Wuirtren. Of course, they want all the protection they can get 
and that is natural with any industry, I am sure. The question is 
whether they have gotten more than perhaps was sound business on 
the part of the Corporation ? 


SALE OF GRAIN DUE TO DETERIORATING CONDITION 


Now, I would like to have, for the record, the number of bushels of 
grain that have been put on the domestic market because they were 
going out of condition or had gone out of condition. I want that be- 
cause it may give an indication as to whether you have sold, prior to his 
being obligated on his warehousing contract. In other words, it is 
that which he was fixing to liquidate because of condition, but got 
on the domestic market prior to his being liable under the contract. 

Can you give us the number of bushels for the last several years 
that have been put on the domestic market or have been given that 
exemption by reason of this threat ? 

Mr. Patmpy. It would be just a round figure or a near estimate. 

I would like to make a statement on this, though: that the record 
will show that as technology has improved in the warehousing in- 
dustry, the record has been increasingly good here, and, secondly, as 
space has become more abundant, it, too, has become better, and there 
isa reason for this. 

The reason is that it is a common practice in the warehousing in- 
dustry for them to sell our grain that is deteriorating, replacing it 
with fresh grain. They can do this under the contract. This is 
one of the great benefits of a contract like this from our standpoint. 

It keeps the stocks fresh and we never know when grain dete- 
riorates. They take the loss on it by replacing our grain with fresher 
stocks, 

Mr. Wuirren. If that agreement is carried out on the domestic 
market, what is the effect on the domestic market of this type grain 
being offered? Will it upset the normal situation in the area ? 

Mr. Parmpy. Actually, this is free grain or the equivalent that is 
being offered because our stocks must be in the house all the time, 
or the same number of bushels of stocks. 

Mr. Wurrren. In other words, by reason of this grain being on the 
domestic market, it would not be additional grain to that normally 
there? 1 
Mr. Patmpy. That is correct; our stock is in the warehouse all the 
ume. It may be replenished stocks. 
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Mr. Wurrren. Would it cause more people to come to you for loans 
than otherwise would ? 

Mr. Pautmpy. This is the safeguard we have in the agreement. 

Mr. Wuirrren. I will ask that those figures be submitted for the 
last several years so you will have an opportunity to show the change 
in pattern, if any. 

(The information referred to follows:) 


Secrion 10 Norices RECEIVED DURING CALENDAR YEARS 1957-59 


Section 10 of the uniform grain storage agreement obligates a warehouseman 
to maintain the condition of Government-owned and price support grain en- 
trusted to his custody. However, if after exercise of such care and conditioning 
as a reasonable prudent owner would perform, such grain cannot be kept in con- 
dition, the warehouseman is obligated to notify CCC in writing to that effect. 

Upon receipt from a warehouseman of formal written notice to the effect that 
grain in store is deteriorating, CCC usually dispatches warehouse examiners to 
the elevator for the purpose of inspecting the grain in question. If the ex- 
aminer’s findings confirm the warehouseman’s report, disposition of the grain 
is arranged. Such grain may be sold to the warehouseman or shipped to market 
and sold upon arrival. It also may be transferred to identity-preserved storage 
in the warehouse. In either case, CCC holds the warehouseman responsible for 
the value of the grain reflected by the warehouse receipts issued at the time it 
was deposited. Where an inspection discloses that the grain is not going out of 
condition and can be kept in store, it is not loaded out or sold. However, addi- 
tional conditioning may be ordered performed to assure its continued safe storage. 

If grain is removed from the storage facility because of deteriorated condi- 
tion, CCC does not order other grain moved into the warehouse merely to fill the 
vacated space. Any such space vacated is utilized only as program needs 
warrant. 

During calendar years 1957, 1958, and 1959 the Kansas City CSS commodity 
office received 68 section 10 notices, involving 89 different companies. Most of 
these notices pertained to corn but wheat and milo were involved to a limited 
extent. Five warehousemen in the Portland CSS commodity office area served 
formal section 10 notices during the same period of time. Three notices cov- 
ered corn, one barley, and one milo. Two notices on corn were subsequently 
withdrawn by the warehousemen involved after the grain was turned, sampled, 
and found to be of storable condition. 

During the calendar years 1957 and 1958 the Evanston CSS commodity office 
recelved no section 10 notices from warehousemen. They did, however, for this 
same period receive numerous informal reports from warehousemen as to the 
condition of the grain stored in their warehouses. In the 1959 calendar year 
the Evanston CSS commodity office received 6 section 10 notices, involving 5 
different companies. All of these notices pertained to corn. 

No section 10 notices were received from warehousemen in Dallas or Minne 
apolis CSS commodity office areas in calendar years 1957, 1958, and 1959. How- 
ever the Minneapolis office, as well as the Portland office, received informal advice 
(telephone calls, etc.) from warehousemen concerning the condition of grain 
stored in their facilities. In other instances, discovery that grain in store was 
threatened with deterioration was made by CCC personnel of such offices in their 
regular warehouse examinations. CCC follows substantially the same procedure 
on receipt of informal advice as it does on receipt of formal section 10 notices. 
In most cases a warehouse examiner is sent to the warehouse involved to ap- 
praise the condition of the grain involved. 

In many instances, grain will be moved from country elevators in order to 
make room for producers’ grain or for program outlet uses. Some of this grain 
which is moved under these circumstances could be grain about which the ware- 
houseman is concerned with respect to keeping quality. This, in effect, is a tool 
for managing the stocks of the Commodity Credit Corporation and permits us 
to utilize such grain to the best advantage of CCC. In all instances of such 
movements, the warehouseman is held responsible for grades shown on his ware- 
house receipts and settlement must be made by him for the difference, if any, 
between the grades shown on such receipts and those determined at the official 
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inspection point. Records on this type of movement are kept in a routine nature 
although it is possible that notations may be in the file to the effect that the 
warehouseman has expressed some concern about the condition of the grain. 
To obtain detailed information of this type would require an expensive time- 
consuming research of files. It is also assumed that these cases are not related 
to the case in point since country elevators, generally, are dependent on pro- 
ducers in the area which they service for the delivery of grain for storage and 
not on CCC. In this type of movement, the grain may be delivered to the 
country elevator for merchandising, for storage for loan purposes, or it may 
be delivered by the producer in satisfaction of his price support loan. In actual 
practice, the Commodity Credit Corporation does not order grain into any ware- 
house merely to fill the vacated space. CCC moves grain to both terminal and 
country houses only when program needs require such movement and takes title 
to such grain only when producers have deposited grain in those houses for the 
purpose of participation in the price support program. 

Following are tabulations of the section 10 notices received by the Kansas 
City, Evanston, and Portland CSS commodity offices and action taken. 


53155—60— pt. 3——32 
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Mr. Bercer. I would like also to put in the record here, of course, 
the sales that they make for grain, about to go out of condition. A lot 
of it comes out of our own bin sites, which we have to watch very, 
very closely, and that is one way, about the only way, we have of 
rotating them. 

Mr. Wurrren. I will be glad to have your statement. 

(The information referred to follows :) 
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Mr. Wutrren. In connection with the warehouseman, under his 
contract, who may turn this grain over in line with what you say, does 
he have to get permission to move this grain on to the market and 
replace it with other, or is that part of the original contract? 

Mr. Patmpy. That is part of the original contract. 

Mr. Wurrten. In connection with the original contract, does he get 
any pay by reason of this turnover ? 

Mr. Patsy. No, sir. 

Mr. Wurrren. Did he, at any time in the last several years, under 
this contract ? 

Mr. Patmpsy. No, sir. 

Mr. Wuirren. How long has it been since you stopped the con- 
tracts where you guaranteed the warehouseman you would keep his 
warehouse filled or else pay him whether it was filled or not? Are 
any of those contracts still in existence ? 

Mr. Parmpy. Yes. The last year of them was in effect this calen- 
dar year. All of these occupancy agreements, and this is what we are 
talking about, will expire this calendar year. 


ANNIVERSARY PAYMENTS 


Mr. Wuirren. Some years ago you had a provision where, if a man 
had his warehouse full of grain or full of CCC commodities, and you 
left it there 2 or 3 years, each year you would pay him a load out and 
load in, or an extra charge, just as though he did move it. How long 
did that continue and are you doing that now ? 


Mr. Patmpy. That was discontinued with the 1956 contract and has 
not been in effect since July 1, 1956. 

Mr. Wurrren. Do you have any idea as to the amount of money 
= out by reason of this guarantee for a full warehouse, and do you 

ave any idea of the annual payment for grain, as though they had 
moved itout? Can you give us that? 

Mr. Parmpy. We call that the anniversary payment. 

Mr. Wurrren. Supply for the record an estimate of how much 
money was paid out on this. 

(The information referred to follows :) 


STORAGE GUARANTEE AND OCCUPANCY AGREEMENTS 


Since inception of the program through Janudry 31, 1960, approximately 
$1,641,376.12 has been paid or established as payable under these agreements as 
aresult of unutilized space. 


PAYMENT OF “ANNIVERSARY” SERVICE CHARGES UNDER THE 1954 UNIFORM GRAIN 
STORAGE AGREEMENT 


The 1954 uniform grain storage agreement obligated the Corporation to pay 
&service charge on all grain remaining in store beyond 1 year. This charge 
amounted to one-half of the applicable receiving charge on truck grain and 
the full amount of the receiving charge on rail grain. Such charge became due 
and payable by CCC on the 366th, 731st, 1,096th, etc., day that the grain re- 
mained in store. Provisions for this charge were contained in the schedule 
of rates applicable to the agreements signed after the 1954 renewal dates, 
Which were May 31, 1954, or June 30, 1954. The charge was eliminated from 
the agreements signed in 1956. 

Assuming that the grain in commercial warehouses on June 30, 1955, re- 
Mained in the same houses for 366 days, and assuming that all such grain in 
‘country warehouses had been received by truck and all grain in other ware- 
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houses had been received by rail, the amount of the service charge due and pay. 
able on the 366th day would have been approximately $25 million, based op 
averages of the charges for different locations. 

Actual amounts cannot be determined from available records as payments 
for such charges were included in total payments for storage and handling, 
but the amounts earned in the earlier periods would have been smaller ani 
depended upon the amounts in inventory. Inventories of grains at the be 
ginning of the period involved in the 1954 agreement provisions were much 
smaller than they were on June 30, 1955. 


JOVERNMENT STORAGE AND PERCENT OF OCCUPANCY 


Mr. Wuirren. I would like to include in the record pages 38 and 
39 of our investigative report which is a breakdown from the Depart- 
ment’s records of the amount of Government storage and the percent- 
age of occupancy. It goes down to 68 percent, taken from your 
records. 


Occupancy of CCC-owned grain bins ranged from a low of 46 percent in June 
1953 to a high of 81 percent in December 1955 and 1956 as follows: 


{In thousands of bushels] 


Total usable | Percent of 
bin capacity!| Occupancy | occpancy of} Total bin 
total usable | capacity 

bin capacity 


June 1952- eS 
December 1952---- 
June 1953. | 46 543, 38 
December 1953. = : | 571, 61 634, B44 
June 1954. ate ; saat 5 ; 5S 7085, 06 
December 1954. nae ; Jiodaael 76 77 847, 034 
June 1955- a ; 58, 876 . 843, 1% 
December 1955---- = see cseee 00: » 25 81 88, 214 
June 1956. ales fi a ae | 338 : 893, 710 
December 1956_---- Sen ees os 585 ; 81 990, 66 
June 1957. | 3 989, S4/ 
December 1957 acces Se eae cae eet 2 : 76 988, MY 
June 1958. cutee 7 71 987, 

| 


54 543, Ml 
51 543, 216 


iia 


December 1958__-_- ; 7 986, 727 
gune 1050. . ......-.- 985, 4 


1 After allowing 10 percent for turning and cleaning operations. 


Grain stored in CCC-owned bins as of November 30, 1959, is shown in the fol: 
lowing tabulation: 
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Mr. Wuirren. According to the study made by the Fountain Com. 
mittee it costs about 5 5.1 cents per bushel in Government storage, about 
16 and a fraction in commercial storage. Now if the those figures 
are accurate, how much is it costing the Government to let its own 
storage space remain vacant while you keep commercial storage filled? 

Could we have an approxim: ation of that figure at this point and 
then I would like to have it exact. 

Mr. Paumey. First of all, I do not know how such a figure can be 
derived. 

Mr. Wurrten. I can do it myself. You have a 985 million bushel 
capacity; that is 68 percent filled. If there is a difference of approxi- 
mately 11 cents between the cost of commercial warehousing and 
Government warehousing it would be 11 cents times 32 percent of 
that. That is a starting point. 

Mr. Patmpy. It is not a starting point and let me tell you why it 
isnot. The 5.1 is an actual storage cost figure from our fiscal records 
to keep the grain in the bin for a year. In addition to this, = have 
to empty and fill that bin. Whether it is kept there for 1, 2, or 4 
vears, on the average I think 3 years has been fairly typical, it means 
that the cost of emptying and filling of that bin must be added to the 
5.1 cents. The reason it must. be added on is this: that from the bin 
most of this grain does not go directly to market. It must still go 
through a commercial house to be loaded into a boxcar. So if it costs 
71% cents a bushel, the average cost of emptying and filling bins—it 

varies by States—but if we keep it there 3 years we must divide it by 
three, so we put another 2% cents onto the 5.1-cent figure because 
this is in addition to before it gets into commercial 

Mr. Wurrren. Is that based on experience? 

Mr. Patmpy. Yes, sir. 

Mr. Wurrren. That would then leave you 714 cents? 

Mr. Paumpy. Or if left there only a year the whole 714-cent 
figure must be added on. 

Mr. Wuirren. This is the average? 

Mr. Patmpy. Yes, sir. 

Mr. Wuirren. Basing it on your own experience it would be 74 
cents as against 16 cents. You would multiply the vacant Govern- 
ment storage by 81% cents, the difference it costs? 

Mr. Patmny. This is just part of the picture. Going on further 
than this, we have always looked on it as supplementary or dead 
storage, whereas that whic +h is in commercial storage is live storage, and 
it is impossible to arrive at a saving figure because we are comparing 
dead storage to live storage. This CCC-owned bin proposition is a 
good way to supplement live storage. Weadmit this. It has worked 
out well. But to say it is a saving, is not accurate because we are 
comparing live to dead storage. 

Mr. Wuirren. Mr. Palmby, you still talk me around and around 
and around. I would like for you to put in the record the additional 
cost which Commodity Credit Corporation is out by reason of not 
having its storage filled, but carrying on contracts with private com- 
mercial warehouses. Could you do this? 

Mr. Patmpy. No; there is one other reason. A good share of this 
storage is out of location as Mr. Berger stated. 
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USE OF LIBERTY SHIPS FOR STORAGE 


Mr. Wurrren. Where are your Liberty ships? 

Mr. Patsy. On both coasts. 

Mr. Wuirren. How do you ship grain into export? Do you do it 
through ports? 

Mr. Patmpy. Yes, sir. 

Mr. Wuirren. What is the average demand at the various ports 
where the Liberty ships are now stored. How much grain does the 
U.S. Government move through those ports in a year? These Liberty 
ships are directly in the line of movement from the United States 
to foreign countries, are they not? 

Mr. Paumey. They are not presently fully equipped as ocean- 
going vessels. 

Mr. Wuirten. But it is en route to a transfer is it not? 

Mr. Bercer. No, Mr. Chairman, you have to understand that the 
ships in the James River are many miles away from Norfolk and 
approximately 150 miles by boat from Baltimore. To bring a boat 
up to Baltimore and unload it if we cannot get the facilities at Nor- 
folk is an expensive operation. We have to pull it out of line and 
then have it towed down there and then unloaded. 

We have a similar situation with our fleet in the Hudson River. 
We have to pull the boats down to Albany or to New York and we 
have pulled some down to Philadelphia. 


VACANT STORAGE SPACE 


Mr. Wurrren. This 32 percent vacant space is no good to you be- 
cause all of it is out of place? 

Mr. Patmsy. We did not say that. 

Mr. Wurrren. Where is your vacant storage space? Can we have 
that in the record ? 

Mr. Patmpy. We can give it to you by States. 

Mr. Wuirren. And give us the explanation of why you are not 
using 1t. 
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There are several major reasons why grain bins are not filled to capacity. 
The CCC Charter Act provides that “* * * In the Corporation’s * * * ware 
housing * * * or handling of agricultural commodities, the Corporation shall, 
to the maximum extent practicable, consistent with the fulfillment of the Cor- 
poration’s purposes and the effective and efficient conduct of its business, utilize 
the usual and customary channels, facilities, and arrangements of trade and 
commerce, * * *” To the extent that commercial storage space is available it 
is utilized in preference to bin storage. Also it is necessary to reserve approxi- 
mately 10 percent of the bin space for turning and screening grain. Finally, 
some bins are out of position each year because of drought and changing farm 
patterns. Also at any given time some bins are empty because of the cycle of 
emptying and filling the bins on an average of about once every 3 years. 


Mr. Bercer. I think the better thing is what I cited here before, that 
even in the State of Illinois, where we could use additional storage 
space and have a lot of commercial storage space there, we have 
approximately 40 million bushels of empty storage bins in Illinois. 

We started emptying those bins last January getting ready for the 
crop. The good Lord came along and caused a “drought and we did 
not use those bins. The bins are out of position. We cannot get to 
them where our surplus pile is. 

Mr. Wriatrren. I can understand that some degree of that could hap- 
pen. I do not know who writes the speeches for the Secretary, but I 
read the section of the speech where he says by congressional m: andate 
you are required to utilize the customary channels and facilities— 
ud so forth. I do not agree that such is the law. You are directed 
torun an efficient business. 

So I understand you are not doing this by congressional mandate, 
but because you think it is correct. 

Mr. Bercrer. That is correct. 


Now we do not buy additional bins if commercial storage is avail- 
able. But if the bins are there then it is a matter of good sound judg- 
ment from a man: iwwement sti andpoint. 

_ Mr. Wuirren. Mr. Berger, it looks to me like everybody else but 

he farmer is making money out of this. Everybody else gets a bigger 
share and bigger price, but you keep redue ing the price that the farmer 


gets, 


STORAGE IN SHIPS OF MARITIME RESERVE FLEET 


I would also like to include in the record page 40, which shows the 
Maritime Service fleet and supplemental material which shows the 
storage that is available in those areas. 

(The material referred to follows :) 


MARITIME RESERVE FLEET 


CCC has been continuously storing wheat in ships of the Maritime reserve 
fleet since 1952. A summary of wheat stored in ships is shown for various 
dates as follows: 


Total number! Total number otal number!Total numt er 
\s of June 30 of grain- of bushels As of June 30 of grain of bushels 
laden ships stored laden ships stored 


0 5 336 77, 191, 553 
8, 816, 314 957 236 a 930, 192 
51, 627, 500 O5 174 », 724, 377 
81, 697, 597 Q5t ISS rr 663, 142 
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As of September 30, 1959, there were 37,938,460 bushels of wheat stored in 
167 grain-laden ships. 

In connection with the storage of surplus CCC grain in ships of the reserve 
fleet, the staff obtained from the U.S. Maritime Administration a copy of its 
report No. MAR-300-24 (attachment No. 1). That report reflects that 508 ships 
had been loaded with grain, 470 were discharged, and 90 were reloaded, leaving 
128 reserve fleet ships loaded with 29 million bushes of grain as of January 31, 
1960. This represents a decrease from the 32% million bushels stored in such 
ships at the end of December 1959. 

A Maritime Administration report dated January 31, 1960 (attachment No. 2), 
gives a summary of the reserve fleet grain storage program since the program 
was resumed in 1953. It shows that 453 ships were originally scheduled for this 
program ; 66 were canceled by CCC; and 168 have been released from the pro- 
gram, leaving 219 ships in the program (of which 128 were in use). 

The amount of grain stored under this program and the number of ships used 
are graphically presented in attachment No. 3. That chart shows the program 
reached its peak in the last quarter of 1955, when 88 million bushels of grain 
were stored in 384 ships. It also shows the number of ships loaded and unloaded 
in each quarter, 1953-59 inclusive, and that only 1 ship was loaded in 1959 
while 89 ships were unloaded in that year. 

With regard to the cost of grain storage, Maritime Administration prepared 
a report dated February 25, 1960, reflecting grain storage costs for 1958 (attach- 
ment No. 4). Cost figures for 1959 are not yet available. The cost of storing 11 
million bushels of grain in the Pacific coast fleet was 5 cents per bushel in 1958; 
none of the Pacific coast ships were loaded or discharged during the year. In 
the Atlantic coast fleet, the total cost of grain handling and storage in 1958 was 
$1,853,742.81. Maritime has broken this down into handling charges ($1,252. 
697.24) and storage charges ($601,045.57). With an average of 30.6 million 
bushels in storage, this indicates a storage cost of 2 cents per bushel. According 
to Maritime representatives, the difference between the 5-cent rate on the Pacific 
coast and the 2-cent rate on the Atlantic coast is attributable largely to the 
difference in labor costs. 

Maritime Administration report MAR-300-8, dated January 31, 1960 (attach- 
ment No. 5), reflects there were 2,008 ships in the reserve fleet on that date. 
Maritime officials advised the staff that the Maritime Administration-Navy 
Planning Group had established a priority list of 922 ships for which there are 
definite mobilization requirements. The present program of the Maritime Ad- 
ministration contemplates the retirement annually of about 100 ships from the 
reserve fleet. The statutes governing disposal of reserve ships do not permit 
the sale of vessels except for scrap, unless Congress specifically authorizes the 
sale of a vessel for operating purposes. The rate at which ships will be sold is 
governed by the demand for scrap. 

Maritime officials have advised the staff that there are no mobilization require- 
ments for Liberty ships, the only type which has been used for grain storage. 
Thus, the need for these ships in an emergency and the time required to unload 
them in such a situation would appear to have no bearing upon their possible use 
for grain storage. The staff determined that loading or unloading of these ships 
may require from 2 to 5 days depending upon a number of factors such as 
weather conditions, availability of scoops at the elevator, manpower avail- 
able, etc. 


ATTACHMENT No, 1 
GRAIN STORAGE PROGRAM 


Ships and quantities stored for Commodity Stabilization Service 





Initially loaded Discharged Reloaded In reserve fleets 


as of Jan. 31, 1960 

















Reserve fleet | a i ties iinill cat es: ae 

| Ships Bushels Ships Bushels Ships Bushels Ships Bushels 
Hudson. .-..-.--- cel 160 | 36, 764, 501 149 | 34, 323, 561 | 31 6, 994, 063 42 9, 435, 003 
re Se ee 173 | 39, 065, 319 | 181 | 40, 071, 644 | 59 | 12,356, 500 51 11, 350, 715 
ee ee 65 | 15,055, 501 | OT RE es soc cnncvicncsleckemanatsmeacecne - 
eee ee 110 | 25, 505, 943 hs isi icdcat hn nwnacanéess 35 8, 218, 193 








mS. | 508 |116, 391,264 | 470 |106, 738, 456 90 | 19,350,563 | 128 | 29,003,371 
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Ships being processed 


James Reserve Fleet__---- C. W. Post. | Hudson Reserve Daniel H. Lownsdale. 
Fleet. Jean Ribaut. 
Source: Division of Operations, Office of Ship Operations, Maritime Administration, 
Feb. 1, 1960. 
ATTACHMENT No. 2 


U.S. MaririME ADMINISTRATION, DIvIsION oF Sure Custopy, RESERVE FLEET 
OPERATIONS BRANCH, JAN. 31, 1960 


Grain program’, 1953 to date 





















































| l | 
Totals | Hudson James | Astoria | Olympia 
River River | | 
| | 
sibilant ; —| —|— insite —_—— 
Loaded ships in fleets Jan. 31, 1960..........-- Foc ae! 128 | 1 42 | 51 | 35 | 0 
Empty ships not released ........-.-. 4 baa re ae 88 | 39 | 45 | 4 0 
Ships temporarily withdrawn. -...-.---.-..--- wishes 3 | 2 |} 1 0 | 0 
Total ships remaining in program ....-.-.- mere 219 | 83 | 97 39 | 0 
SUMMARY 
Ships originally scheduled programs, 1953 to date....| 453 | 105 | 113 | 162 73 
NE 008 NO cc cdivnaGaadsooduaceckteshbeahaenene 66 6 | 0 | 52 | Ss 
Total number of ships used...........-.------- 387 | 299 | 113 | 110 65 
Withdrawn from programs: | 
Empty ships released by CCC__--.--.--.-.----- 153 310 7 71 | 65 
Ships assigned to bareboat charter, etc........--- 15 6 y 0} 0 
REE CORNNNES ca uhiawaeent Dikbanssepwanenwa 168 | 16 16 71 | 65 
= | | —=—_— 
kr SORRRNNN  . Uc Oc adnansmndeaekisnanes | 219 | 83 | 97 39 | 0 
11 British Liberty. 
26 British Libertys. 
35 British Libertys. 
Ship arrivals and withdrawals 
[Intrafleet movements not included] 
Atlantic coast Pacific coast 
NN Tre rE a i nr EG renee 
Date | Hudson James | Wilming-| Astoria | Olympia} Suisun 
River River ton ! Bay ? 
esac ab Seo eis cle cea a ie 
| | } e 
In | Out | In | Out In | out In | Out} In | Out| In | Out} In | Out 
Fiscal years: | | 
th Be ts 39 56 39 2 ae Dl. cmcicltcs cue aaine tanith cae ee ok 
RE a es en ee | 198 | 206 40 33 Ot 92 |. =e dal | ae 38 43 Gin cochiiibsisiin 
Oe as 185 | 163 | 12] 10] 52] 46].....|.....| 99] 85] 22] .... ae ae 
BB oot ug axadbanes 99/110} 61) 50] 29] 50]..-..| 4 9 Gthissoclssices oF 
a a arate 193 | 190 40 40 65 Ghcksenselannest ce 41 47 Pi aiaites tito 
Shs eee ee 115/116 | 46 | op tsps SR cE ge rae ee ae 
| SPEC SR esith 208 1103} 42) 36.164) @ Lecce 1 1 1 Se Ames 
DOC sccaicasehansaticesteshaidcted 52] 62) 24] 25) 18| 17}.....)..-.-| 5] 58] 5] 8}.....}..... 
WEBS ci) is 989 | 995 | 304 | 202 | 351 | 365 |.....| 4 | 204 | 204 | 130 | 108 -- A, 22 
| | | | ' 




















' Returned to Hudson. 
? Returned to Olympia. 
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Group of 400 Libertys—Grain ships sold scrap and delivered from fleets 
Hudson River (5 British Libertys) —- 
James River 
Astoria 
Olympia 


Dotal...- Sbiedeee 
Mr. Wurrren. You have described as to why you are not using 
them. 
PAYMENTS ‘TO WAREHOUSES 


Now we turn to pages 49 and 50, and this is probably the best indi- 
cation to me that your rates are all out of line in many areas. Now 
according to our investigations you have a warehouse called ——— 
Co. of - , Lll., with a capacity of 112,350 bushels and you are 
paying Hie owner storage to let him liquidate the entire cost of the 
warehouse in 1.6 years. In the case of ——— Co., of , Kans., 
you pay in cash in 2.9 years the total amount of the cost of the ware- 
hows. Bor the ———Co,, ———~,._Tex., you pay in 21% years the 
total cost of the warehouse. To the — Storage, Inc. .. In 
Tex., you paid out the full cost in 22/10 years. For the ——— Inc, 

——., Tex., you pay the oqetvs alent of the cost of the warehouse in 
1.3 years. Also, for the ——— Storage Co., — , Tex., you pay the 
cost out in 1.9 years. 

Now I would like for this table to go into the record at this point. 


Cost of warehouses and average annual storage and handling charges received 


Number of 

Storage and handling Average an- | years of stor- 

Capacity Cost of charges received nual storage | age and han- 
(bushels) ware- ; and handling | dling charges 
house | cherzes required to 

received equal cost of 

Period Amount warehouse 


July 15, 1957, to Ap $59, 461 
13, 1959 

Mav 1956, to Nov. 13, 14, 059 
1959 

June 13, 1958, to Dec. 177, 941 
1, 1959. 

Oct. 3, 1958, to Dec. 1, 23, 500 
1959 

Oct. 3, 1958, to Dee. 1, 36, 677 
1959. 

Jan. 23, to Dec. 1,1959. 99, 395 


Mr. Wuirren. The report also states, and I quote: 


The warehouses listed above are shown merely to demonstrate that the 
aggregate gross earnings arising from the storage and handling of CCC-owned 
grain can equal the construction cost of a warehouse facility within 2 or 3 
years. The staff did not find this condition to be present in other warehouses 
visited and does not conclude that this condition is present in the majority of 
warehouses. 

Certainly the rates you are paying explain why lots of folks have 
gone into that business. The staff found that the operation of ware- 
houses was not always the principal occupation of the owners. It 
cites the case of a Mr. ——— of the ——— Grain Co., ———, Minn., 
who was a full-time commercial airline pilot. It states that the file 

















did not indicate that he had any previous experience. The report 
goes on to say, and I quote: 


Mr. ———— informed the staff on November 10, 1959, that Mr. ————- —-_—_-, 
a wholesale liquor dealer, had a substantial interest in a large grain elevator. 


This is nothing to the discredit of the folks that went into the 
business. But it does indicate that it has been a very lucrative 
business, 

I have had my attention called recently to two or three schools 
not being able to builda gymnasium. They finally built a gymnasium, 
filled it full of grain for 2 or 3 years, then had a free gymnasium. Are 
you familiar with anything like this? 

Mr. Bercer. I am afraid not. 

Mr. Patmpy. There is one thing that should be said here. I appre- 
ciate that the cost of the construction of these units may appear low. 
Generally, the risk assumed by these people on a lower cost unit is 
oreater and until they have moved out all their grain and made their 
final settlement with the CCC neither they nor anybody else knows 
how they are going to make out financially. 

I say this because it is very, very important because our files are 
full of some unfortunate cases. I know a lot of Congressmen are 
aware of many who are sitting there with a very full warehouse who 
put money into the storage business and have not fared very well, 
and until they make final settlement they will not know how they 
have made out. 

Mr. Wurtrren. I want you to put in the record how much we are 
paying out in additional cost to commercial warehouses by reason 
of not using the 32 percent vacant Government storage that we have. 

Now you have your figures. You can show the “w hys’ >and “where- 
fores.” But we are entitled to a statement on this. 

(The information requested is as follows :) 


We currently have in store in CCC bin sites 627 million bushels of grain. The 
total capacity of the sites is about 985 million bushels. Some of the buildings 
are overrated as to capacity, some are cut of position each year because of 
drought and changing farming patterns. Good management of this program 
requires that approximately 10 percent of this space be reserved for turning and 
screening grain. Regardless of any policy that might be followed short of 
expensive transportation to move farm delivery grain from one area to another 
to fill the bins, it would not be possible to obtain more than approximately 85 
percent occupancy at any time. On this basis the Department theoretically 
could have placed an additional 200 million bushels of grain in bin sites. Actual 
cost records available for our operation in the 1959 fiscal year, and previously 
made available to congressional committees, show an average cost per bushel per 
year for storage of approximately 5.1 cents. This included fixed and opera- 
tional costs for storage only. Handling costs covering the in-and-out expense 
are equal to approximately 7 ceuts per bushel. Since our grain is in store in bin 
sites an average of 3 to 4 years the cash cost of storage in bin sites is equal to 
approximately 7 cents per bushel. To compare this cost with the rates for 
receiving and storing grain in warehouses there must be added to it an allowance 
for shrinkage, handling the quality loss. Also loss from hazards such as floods, 
windstorms, etc. These may be estimated in a package at from 1% to 2 cents 
per bushel per year. 

It should be recognized that grain in bins is not in the same position for ship- 
ment or immediate disposal as it is when warehouse stored. We are unable to 
blend and handle grain in a bin site as well as a commercial warehouseman. 
Consequently it is not possible to compare the two costs adequately. Further- 
more we have always taken into account the provisions of the CCC Charter Act 
providing that “* * * In the Corporation’s * * * warehousing * * * or han- 
dling of agricultural commodities, the Corporation shall, to the maximum extent 
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practicable, consistent with the fulfillment of the Corporation’s purposes and the 
effective and efficient conduct of its business, utilize the usual and customary 
channels, facilities, and arrangements of trade and commerce. * * *” With 
these provisions in mind a theoretical comparison can be made of the approxi- 
mate total cost of storage in a bin site and storage ina warehouse. Corn makes 
up a large majority of our stocks in the bin site area. The warehouse storage 
rate currently in effect is 16.5 cents per bushel per year. The difference in total 
eost of storing in bin sites, at approximately 9 cents per bushel, and the UGSA 
average rate for corn at 16% cents, applied to the 200 million bushels empty space 
is equal to approximately $15 million. It must be emphasized that this com- 
parison is not practicable in light of the language in the CCC Charter Act and 
the precedent established early in the CCC bin site program—that this space 
would be used as supplemental to the regular warehouse storage, 





































CLAIMS AND RECOVERIES AGAINST WAREHOUSEMEN 


Mr. Wurrren. Mr. Marshall asked you if you would put in the 
record the number and amount of claims and amount of recovery 
that you have had through the last several years against warehouse- 
men on this basis of letting grain go out of condition. You should 
have that information, and the record should indicate what it would 
have been if these people had had income increased by reason of this 
guarantee they are supposed to have had. 

Mr. Berger said that it is the escape clause. I should ask you 
to give us all the claims you may have had, and all that got out under 


the escape clause, as well as those where you made substantial recov- 
eries. 


Could we have that in the record ? 
Mr. Patmpy. Wecan supply the best we can on it. 
(The information follows :) 






































Section 10 notices issued during the past 3 years are itemized beginning on 
page 496 of these hearings. As indicated in this itemization the number issued 
is relatively small. The issuance of a section 10 notice is neither indicative 
of a loss to CCC nor a potential claim by CCC. On the contrary, it would be 
indicative of a loss or potential loss to the warehouseman because he is re 
sponsible for the value of the grain reflected by the warehouse receipt issued 
at the time the grain was deposited. After the issuance of a section 10 notice, 
the warehouseman must settle with CCC for the difference between the value 
of the grain as reflected on the warehouse receipt and the value of the grain, 
based upon weight and grade determinations made at the time such grain is 
loaded out or authorization is given by CCC to transfer it to identity preserved 
storage. The incidence of claims arising from this type of activity would 
presumably be no greater than claims arising from other types of CCC opera- 
tions. 

There have been claims actions against warehousemen for grain which has 
deteriorated. The number is not significantly large and the preponderence of 
these cases arises from periodic inspections made by CSS warehouse exam- 
iners or by action of the warehousemen who have not availed themselves of 
section 10 notices. The following table shows the volume, disposition and 
status of claims of this nature which required legal action or were in excess 
of $5,000 and not settled on a normal basis, for the 9-year period ending Decem- 
ber 31, 1959. 















































































Number of | Amount col- | Uncollected 
cases lected book value 


































































WU Scdcchiee tedctbusi~sundsenconsunbhen scceesenaawes 115 | $16, 133, 927 $2, 043, 56) 
nn ain bominbebimenincel 2 1, 589 25, 026 
SeaRAIEIC UE UEURIN OD nn cen caccnnwppeewnseonans 5 774 94, 388 
ree, Senne MAUI es Va cc deci ccastoccasccsecs 18 64, 184 1, 924, " 
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Mr. Patmsy. But again I have to point out that there are literally 
hundreds and maybe more of these houses that take care of their own 
housekeeping without coming to us. We don’t know how much of 
their grain goes out of condition and is replaced by them. This is 
the reason for hav ing a commingled uniform contract. 

Mr. Wuirren. I would not expect you to get everything. But 
this has to do with the Government, so if the company took care of 
it and went along, it has not cost the Government any money. I just 
want to know what the Government has ended up with. 

Mr. Patsy. I know what you want. 

Mr. Wuitren. But it is hard for you to give it? 

Mr. Patmpy. It is only part of the story. This is what bothers 
me. 

Mr. Wurirren. I want part of the story. You want to tell the 
other part. So you tell the other part, but give me the part I want. 
That is fair. 

Mr. McLain. We will do the best we can to get the information 
you want. 

Mr. Wurirren. If my question to which I want an answer does not 
tell the story, I will give you, Mr. Palmby, the right to point out where- 
in it does and to add the rest. I am not trying to preclude you 
from doing so. 

Mr. Patmpy. We will do the best we can. 

Mr. Wuirten. I am not trying to use half the story on you. But 
I want to know the answer, whether the situation is as you see it or 
not. 

USE OF VACANT STORAGE SPACE 


Mr. Bercer. Mr. Chairman, I still come back to your request in 
regard to this information you want on this 30-percent empty space 
that we have in bin sites, admitting that we are losing money for the 
Government because we have this 30-percent capacity empty, I tried 
to explain that that is not the case. I cannot sit here and admit that 
Ihave been neglectful of my duty to do the best job of handling the 
inventory with the lowest possible cost. 

Mr. Wutrren. I understand that, but our investigators’ opinions 
are somewhat different. From your viewpoint I am sure you run it 
as you see it. 

Mr. Bercer. That is right. 

Mr, Wuirren. As big as it is, I can see that there are so many things 
that have gone on, and you cannot be thnoiaghiy familiar with it. 
With all the efforts I have made I also cannot be thoroughly familiar 
with it. But when the costs are constantly increasing and the pay- 
ments increasing, certainly it strikes me that with the volume that 
you are able to give makes it profitable. The fact that these people 
liquidate their investment in a very short period, the fact that people 
are willing to get into an occupation completely outside their back- 
ground and experience, doctors, lawyers, whisky dealers, and others, 
would indicate that this is a pretty lucrative sort of business. 

That is what we have tried to present here. I have just touched 
on some of these factors. Other members of the committee have copies 
of this report. 
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COTTON CLASSING 


I would like to include page 75 of our investigation in which the 
investigators point out, after talking to you people, that. cotton class- 
ing is ‘subject to the inexactness and v agaries of the human factor. 
That is true whether you reclass before or after. 

(The information referred to is as follows :) 


Each of the official physical standards for grade is composed of samples of 
cotton differing slightly in grade factors, thus creating what is called the range 
within each box. It is permissible to make a comparison with one of the samples 
in the grade box for color, another for leaf, and still another for preparation, 
Any cotton that possesses grade factors which come within the range of any 
single standard, regardless of how these factors are combined, should be classed 
as that of a particular grade. 

In classing samples of cotton that fall within descriptive standards for grade, 
comparisons should be made with the boxes of the physical standards adjacent 
to the sample in question. 

The order of the Secretary of Agriculture of October 25, 1918, promulgating 
the standards for staple, provides for the designation of various lengths in terms 
of inches and fractions of an inch from below thirteen-sixteenths of an inch 
upward in gradations generally of thirty-seconds of an inch to 1°%4 inches, dis- 
regarding any fraction less than a thirty-second. One-pound samples of cotton 
of various staple length are prepared by the Department of Agriculture for use 
as standards. 

Classification for staple length involves both sight and touch and is made by 
pulling out and comparing a typical portion of fibers from a sample with official 
standard staple types. 

Cotton classing depends upon human perceptions of sight and touch and 
involves the exercise of judgment. Thus, the grade determinations of cotton 
classers are subject to the inexactness and vagaries of the human factor. 


Wirrren. Again, Mr. MeLain, I would like to urge that the 


Department one for itself whether reclassification of cotton 
by block is needed, by spot check. You could then reclass the block 
of cotton involved and offer it either by sample or through the cata- 
log so all buyers will have an equal opportunity. 

Mr. McLarty. We have not made up our minds what we are going 
to do. 

Mr. Wuirren. Please keep this committee advised. I repeat again, 
I certainly do not want to take any advantage of the buyers of cotton. 
However, if the Department, as I see it, would spot check its own 
cotton, make reclassification when you determine yourse Ives that there 
is a reason to reclass, offer the reclassed cotton in blocks, offer it by 
sample or by putting it in the catalog so everybody will have an equal 
opportunity to buy it. That would resolve the differences as I see it. 

Mr. Mclain. We have given this a lot of thought. Mr. Rhodes, 
who I think is as skilled in cotton operation as anybody, agrees with 
us that the only fair way to handle this is as we handle all other 
commodities, namely to permit reclass after sales. 

The House Agricultural Committee and Senator Ellender have 
given this direction. 

Mr. Wuirren. We are familiar with Mr. Rhodes, far more than 
either you or he may realize. 

Mr. McLain. They said they wanted it done. They thought it 
ought to be done and we should do it. I think those are the words. 
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REPORT OF INVESTIGATORS ON STORAGE CHARGES 














Mr. Wurrren. At this point in the record I would like to insert the 
pertinent portions of our investigator’s report on storage charges 
dated February 1960, which have not already been put in the record. 
(The material is as follows :) 








STORAGE RATES 











cCC has extensive dealings with commercial warehousemen in connection 
with the storage of grain owned by CCC or grain owned by producers who obtain 
price support loans on such grain. In order to deal efficiently with commercial 
warehousemen, CCC offers them a uniform grain storage agreement (UGSA) 
which states the terms and conditions for storing and handling grain. 

The UGSA includes as part of the contract a uniform schedule of rates for 
storage and other items such as receiving and loading-out charges. 











Rates under present uniform grain storage agreement (1956) 

The present agreement was revised in 1955-56 and is referred to as the 1956 
Uniform Grain Storage Agreement. The terms and conditions stated in the 
UGSA are comprehensive and apply to warehouses regardless of whether official 
weights and grades are available. 

The most recent revision of the UGSA schedule of rates took place in 1955-56. 
Rates under the 1956 UGSA are computed on a level per diem basis, with 
the rate remaining constant regardless of the length of time grain remains in 










store. 

Receiving charges by truck and storage rates for wheat, rye, grain sorghums, 
and soybeans vary by geographical areas. Several factors were given for estab- 
lishing truck receiving charges and storage rates on an area basis. The Com- 
mercial Storage Branch, Grain Division, CSS, prepared a summary of UGSA 
rate changes since 1940 which states: 4 

“* * * it is generally admitted and recognized that grain tendered by farm- 
ers to Warehousemen in Eastern and Southern States is generally delivered in 
smaller lots than in the major grain-producing States. Such smaller deliveries are 
more costly to handle and store. Also, because of climatic conditions, a greater 
risk attaches to the storage of grain in the Southeastern and Southern States than 
in other sections of the country. The hot humid weather found in such States 
is conducive to heavy insect infestation and more rapid deterioration than in 
areas where cooler weather exists, requiring large capital expenditures for 
fumigants and for aeration equipment.” 

The UGSA becomes effective upon its signature on behalf of a warehouse- 
man and CCC and continues in full force and effect until the first May 31 or 
June 30 thereafter, depending upon the location of the warehouse. This agree- 
ment is renewed automatically from year to year thereafter, unless either 
party notifies the other, in writing, at least 30 days prior to the next renewal 
date, of his election to terminate the agreement upon such renewal date. In 
the event this agreement is terminated by mutual consent or for cause, or either 
party elects to terminate this agreement on any annual renewal date, and at 
the time of such termination there is stored in the warehouse grain on which 
CCC is obligated to pay charges, CCC shall thereafter pay storage at the 
warehouseman’s applicable tariff or posted rates until such grain is removed 


























or otherwise disposed of. 






Changes in rates under uniform grain storage agreements since 1952 





The 1952 UGSA, including the schedule of rates, was renegotiated in 1951-52. 


The method of rate computation previously used was abandoned and a new 
concept was adopted. Under the new schedule, storage-free time was eliminated 
except for a 10-day period which was applicable only to grain received by truck. 
Except for the free time, storage was paid for each day that grain was in store. 
The daily rate for the first portion of the storage year was greater than the 
daily rate for the balance of the year. Storage rates were quoted separated 
for commingled and identity preserved storage for corn, barley, and flax. 














Storage rates under the 1954 UGSA were computed on the same basis as 
under the 1952 agreement, but the periods of time during which each of the 
separate storage rates applied were changed to permit higher annual earnings 
for warehousemen. The 1954 schedule of rates also obligated CCC to pay a 
service charge on all grain remaining in store beyond 1 year. Such service 
charge amounted to one-half of the applicable receiving charge on truck grain 
and the full amount of the receiving charge on rail grain. Such charge became 
due and payable on theh 366th, 731st, 1,096th, etc., day that the grain remained 
in store. 

The service charges applicable to the different grains are shown as follows 
in cents per bushel: 













| | 













Service Service 

| | charge on charge on 

Grain | Area grain | grain 

received received 

truck mee x rai] 
COI ee CP Sr a Eee gS eae a ee senct clu wetue te sacen At FEN cescacee | 1g 1% 
hi ar Os de eS es eee | eee ey 2 1% 
TE ig a aa So 24 1% 
Reds penn eee sere ware CRO RRR ao 34 2 
Wheat and all other grains.__.______- | I 3 14 
SOD etd cick nbe rate sents aioe ss ahh Aenean ae ieeN DR nisi cated ashen | 3 1% 
ee ere ere eee SE i sea penesee 3% 1g 
eae Sele Red ices binned moe d wis bint aioniaot ee ae 334 lg 
DR beta cia do ENS Rathbone eee ies Lodalede 3% 1s 

| 





The foregoing service charge was discontinued under the 1956 schedule of 
rates. 

The geographical area designated in the 1952 schedule of rates as area IV 
was subdivided in the 1954 schedule of rates. The States of Alabama, Florida, 
Georgia, Mississippi, North Carolina, South Carolina, and Tennessee which 
were included with othher States that were designated as area IV in the 1952 
schedule were redesignated as area V in the 1954 and 1956 schedules. 

In the 1956 schedule of rates, receiving charges for grain received by truck 
did not include 10 days’ storage charges as did the 1952 and 1954 scheduled rates. 
Thus, annual storage charges under the 1956 schedule of rates were the same 
for each year while annual storage charges under the 1952 and 1954 schedules 
after first year were slightly higher than the first year’s storage charges. 


Comparison of present rates under the uniform grain storage agreement with 
other rates in effect since 1952 

The 1956 schedule of rates are those in effect at the present time. 

Schedules of rates show receiving charges, loading-out charges, and storage 
charges for grains. These charges vary according to (1) the different grains, 
(2) areas in which the warehouses are located, (3) whether grain was received 
by truck, or by rail or water, and (4) whether grain was stored commingled or 
identity preserved. 

The schedules of rates were revised in 1952, 1954, and 1956. Storage charges 
stated in all three schedules of rates are stated as daily storage charges. For 
purposes of comparison these daily rates were converted to annual storage rates 
and tabulated with one receiving charge, one loading-out charge, and a service 
charge where applicable to compute gross annual amounts that were possible 
for warehousemen to earn. 

A schedule of possible annual gross earnings for grains under the UGSA’s 
of 1952, 1954, and 1956 is herein set forth in comparison form. 
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The schedule of possible annual gross earnings shows that annual storage 
charges were increased in the 1954 and in the 1956 agreements. The schedule 
also shows that possible annual earnings for grains stored commingled, decreased 
a small amount in 1956. The principal reason for this decrease was that a 
service charge was effective in the 1954 UGSA but was not in effect in the 1956 
UGSA. As previously stated, possible annual gross earnings are comprised of 
one receiving charge, one loading-out charge, the per diem storage charge con- 
verted to an annual rate, and a service charge. Storage charges accumulate 
in accordance with the length of time the grain is stored. However, receiving 
charges and loading-out charges are paid only when grain moves in or out, 
regardless of the length of time it is stored. 

The greatest annual increase in the 1954 storage rates over the 1952 storage 
rates amounted to 2.791 cents per bushel and pertained to corn and barley re 
ceived by rail. The 1954 storage rates for flax and wheat (four areas) in- 
creased 1 cent per bushel annually over the 1952 storage rates. The 1956 an- 
nual storage rates for commingled grain received by truck were increased over 
the 1954 rates by amounts that ranged from 0.8 cents per bushel for oats to 
1.719 cents per bushel for wheat in area V. The 1956 annual storage rates for 
commingled grain received by rail or water were increased over the 1954 rates 
by amounts that ranged from 0.555 cent per bushel for oats to 1.385 cents per 
bushel for wheat in area V. 

Receiving charges for grains received by rail were the same in the 1952, 1954, 
and 1956 schedules of rates. Such receiving charges were 1% cents per bushel 
for all grains except flax, for which receiving charges were 2 cents per bushel. 

the 1952, 1954, and 1956 schedules of rates do not take into account the 
volume of commodities stored. The per-unit storage rates do not change as the 
volume of stored commodities changes. In this regard Mr. Walter C. Berger, 
Administrator, CSS was of the opinion that a rate schedule based on the volume 
of stored commodities would be extremely difficult to administer. 


» 


1956 Uniform Grain Storage Agreement to be received and renegotiated in 1960 


The UGSA first went into effect in 1940. Since that time it has been revised 
or renegotiated eight times. The last revision was made in 1956. 

About 9,600 commercial warehouses throughout the country are under UGSA 
contracts and their facilities had a total storage capacity of approximately 4 
billion bushels as of September 30, 1959. <As of the same date, the warehouse- 
men were storing about 2.4 billion bushels of grain that was either owned by 
CCC or by producers who had obtained price support loans thereon. 

Beginning in October 1958, and continuing through the winter, USDA pro- 
gram men began active discussion and study to prepare for a current review 
and renegotiation of the UGSA contracts. 

The Grain Storage Advisory Committee, an industry group, was consulted 
during a meeting in Washington, D.C., on Mareh 13, 1959. 

Representatives of CSS met on April 10, 1959, with technicians of the AMS, 
the Agricultural Research Service, the Extension Service, and the Farmers Co- 
operative Service, to consider technical operating problems. 

At a meeting of the Grain Storage Advisory Committee in Washington, D.C 
on July 27, 1959, announcement was made of the plans to start UGSA renego- 
tiations after January 1, 1960. 

Representatives of country, terminal, and cooperative warehousing services, 
selected by their segments of the grain storage industry, met in Washington, 
D.C... on December 17 and 18, 1959, for initial discussion with USDA repre 
sentatives in connection with the previously announced periodic review and 
renegotiation of the UGSA. 

This meeting was limited to discussions of operating terms of the UGSA 
contracts. Technical operating problems were considered, and suggestions for 
possible correction and improvement were presented. Discussions of these prob 
lems were continued at another meeting that was held on January 21 and 22 


1960. On January 21, 1960, USDA released preliminary results of the commercial 


grain storage survey of direct operational costs to the warehouse industry. 

These conferences are expected to continue for a considerable period of time 
It is intended that any UGSA revisions, as a result of the negotiations, will be 
included in new contracts to be effective as of July 1, 1960. 


USDA survey of commercial grain storage costs 
The USDA announced on January 21, 1960, the preliminary results of a recent 
field survey of commercial grain storage costs. Walter C. Berger, Administrator 
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of CSS, informed the staff that the results of the survey would be used in a series 
of discussions with the warehouse industry, looking toward renegotiation of the 
UGSA. Mr. Berger stated that final results of the survey would be available 
on approximately April 1, 1960, when it was expected that the final steps would 
be taken in the renegotiation of storage rates. 

A wide range in the costs incurred by individual warehouses is shown in a 
preliminary analysis of the field survey of commercial grain storage costs. 
Direct operating storage costs as shown by the preliminary analysis ranged from 
2.2 cents to 58.6 cents a bushel. These costs were described as not including un- 
known costs resulting from such factors as guaranteed quality and quantity upon 
delivery by a warehouseman, and return on capital investment. The analysis 
shows that 19 warehouses reported annual costs of less than 5 cents a bushel and 
22 warehousemen reported annual costs of more than 21 cents a bushel. Out of 
a total of 531 warehouses in the survey, usable data was obtained from 482. 
The 482 warehouses upon which the survey results are based represent 4.5 percent 
of the 9,610 commercial warehouses that were furnishing full storage services at 
the time of the survey. The survey was based on the last fiscal year for each 
warehouse and covered the storage of wheat, corn, oats, barley, rye, grain 
sorghums, soybeans, and flaxseed. 

Background of the survey.—The staff had previously recommended in its re- 
port of December 1956 that cost studies be made to determine the cost of 
performing all the services for which rates were prescribed by the UGSA. Since 
that date payments for storage and handling charges for grain have risen 
steadily to the following totals during fiscal years 1958 and 1959: 


' | 


| Fiscal year Fiscal year 

1958 1959 
ition Air AE SS : sewecccecacccceececceae----~| $330, 558,000 | $416, 913,000 
I a Ne | 144, 499,000 | 196, 125, 000 


In October of 1958 the CCC recognized that the accumulation of grain stocks 
in its inventory in recent years had an impact in many areas. Among other 
things, it had resulted in an increase in the total cost of storing grain. ‘These 
increased costs resulted in a number of questions being raised both within and 
outside of the Department, as to the reason for the increase. Specific questions 
were raised regarding the level of the storage rate being paid by CCC to com- 
mercial warehousemen. 

In order to provide an answer to this question, a series of indexes used in the 
1952 negotiations were brought up to date and analyzed to determine their rela- 
tionship to current storage rates. The results of this analysis showed that costs 
as reflected in the indexes had risen to a point which exceeded the current level 
of storage payments. The indexes failed, however, to provide an answer to 
the question of the influence which increased volume stored, increased size of 
storage facilities, and increased length of time stocks remained in storage may 
be having on costs of storing grain. 

On April 10, 1959, the first in a series of meetings with technical personnel 
of the Department and appropriate representatives of the Grain Division, was 
held to discuss the feasibility, based on known techniques, of a study of the 
cost of storing grain in commercial facilities. By May 21, 1959, the conclusion 
was reached that such a study was feasible. It was recognized that a number 
of major problems existed and should be the subject of further analysis before 
an official commitment was made. Some of the problems were: 

(a) The development of appropriate fixed and variable costs involved in the 
storage and handling of grain. 

(b) The development of a schedule of questions which would elicit informa- 
tion from warehousemen pertinent to the subject. 

(c) The selection of an appropriate sample to provide information which would 
be national in scope. 

(d) The development of a basis for allocating individual cost items to the 
various functions carried out by the grain industry in conjunction with the 
storage and handling function. 


(e) The development of an adequate training program for supervisors and 
enumerators. 
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On June 15, 1959, a chronological checklist was developed which looked 
toward the completion of the survey by December 31, 1959. This checklist was 
amended during the first part of August to provide a more detailed work out- 
line. This timetable was followed substantially with the exception that the 
feldwork and analysis has taken more time than originally planned. 

Following consultation with other agencies of the Department who have had 
proad experience in training enumerators, a proposed training program for use 
in connection with the grain storage cost study was developed. The program, 
as proposed, was followed in all substantial aspects. In general, the program 
provided for the selection of 20 individuals who were qualified either as grain 
storage specialists or as accountants for training as supervisors and the selec- 
tion of 90 individuals who were qualified accountants as enumerators. The 
training of the supervisory personnel consisted of 3 days of training in survey 
techniques, the participation in the conduct of three cost studies, and a seminar 
to review the effectiveness of the training program as well as the effectiveness 
of the survey technique. The group was then divided into five teams of four 
men each. One team was assigned to each of the five CSS commodity offices 
for training and supervision of the enmerators. 

Overall supervision of the work in connection with the conduct of the cost 
study was given by the Office of the Director, Grain Division. Liaison with the 
supervisory staff at the field level was maintained through five employees of 
the Grain Division who had participated in the training activities in the five 
CSS commodity offices. Field supervision was provided by the three remain- 
ing members of the training staff in each of the commodity office areas. Each 
of these three individuals had the responsibility for the work of approximately 
six enumerators. The field supervisors maintained daily contact with the 
enumerators and had immediate access to the Office of the Director of the Grain 
Division through the Grain Division representative who had participated in 
the training program in the area. 

The survey schedules were reviewed in the field by the enumerator’s super- 
visor before submission to Washington. In addition, all extensions and com- 
putations were verified by clerical personnel in the field offices. A committee 
of three reviewers in Washington conducted an independent analysis of the 
schedules. In addition to this review, all extensions were reverified. Those 
schedules which seemed to be questionable insofar as use was concerned were 
reviewed administratively and accepted or rejected, based on the question of use 
alone, 

Inclusion of interest in storage costs.—Table 14 of the USDA report on 
preliminary results of the commercial grain storage survey sets forth the fol- 
lowing costs with respect to interest : 


| Interest paid | Interest paid 
on borrowed | on borrowed 

| investment working 

capital capital 


Country warehouses: 
Percent of total cost___-- ; Oe AA eee ‘i leet en 4.6 0.1 
Cost per bushel (cents) -- 5 

Terminal warehouses: 

Percent of total cost. -_---- | 
Cost per bushel (cents) --- Sb eee see uae Aske ccebweaWhuwsbiceanes | 

All warehouses: | 
NE Sea ee ee a eee Subp inual 3.9 | 3 
Cost per bushel (cents)-- 





The results tabulated above are in accordance with instructions set forth in 
paragraph 7C, “interest paid on capital investment,” of the training manual 
prepared for the cost survey, which reads as follows: 

“Include only interest actually paid on capital investment as reflected by the 
books of the company or by other documents evidencing actual payment when 
company books do not reflect the item. In allocating this cost item the deprecia- 
tion guide should be used when the interest paid covers the financing of the 
entire facility. If the capital was borrowed for the construction of an additional 
facility which is used only for the storage of grain for others, allocate the inter- 
est cost 100 percent to storage. If the capital was borrowed for the installation 
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of grain handling equipment which is in common use. allocate the interest in ac 
cordance with the volume guides at the top of the schedule. 

“In all other instances, the use of the borrowed capital must be identified and 
allocated to merchandising, processing, custom services handling, or other actiy- 
ities, depending upon the use of the equipment or buildings involved.” 

Section 7L, of the same training manual contains the following instructions 
with respect to “interest paid on working capital”: 

“Include in this item only that interest which as actually paid, as reflected 
by the books of the company or by documents evidencing payment when the 
books of the company do not reflect this item. Working capital is limited to 
capital required to meet current expenses and will vary to some extent with the 
season. Generally speaking, this is capital used to purchase grain or feed for 
merchandising purposes. No part of this item should be allocated to storage 
since no investment of working capital is re quired to store grain for others. This 
item should be apportioned on the basis of the specific activity for which the 
working capital is borrowed. In the event that the company found it necessary 
to borrow money to pay labor salaries, this capital should be apportioned ip 
accordance with the apportionment of labor. Do not include any interest not 
actually paid. If the warehouseman did not borrow working capital, interest is 
not allowable.” 

The staff, in its analyses of the preliminary results, cannot agree with the 
policy established by the USDA that interest paid by warehousemen is properly 
allowable as a storage expense for the purposes of this survey, and for the pur- 
poses ol renegotiation of warehouse contracts. In this connection, the staff 
points out the policy of the Department of Defense with respect to inclusion of 
interest and other tinancial costs in its procurement actions, Section 15—205,17 
of the armed services procurement regulation (revision issued November 2, 
1959) provides as follows: 


“Interest and other finance ial costs, Interest on borrowings (however repre- 
sented), bond discounts, costs of financing and refinancing operations, legal and 
professional fees paid in connection with the preparation of prospectuses, costs 
of preparation and issuance of stock rights, and costs related thereto, are un 
allowable except for interest assessed by State or local taxing authorities under 


the conditions set forth in ASPR 15-205.41 ; 

In the execution of defense contracts the Government has consistently taken 
the position that interest is the product of debt financing which represents an 
act on the part of management designed to supply the necessary capital. It 
frequently represents a choice between debt and equity financing. To illustrate 
the inequity that might occur if interest expense were recognized as an item of 
cost, assume a situation involving two Warehousemen or coutractors, beth Op- 
erating with the same asset structure and both incurring the same amount 
of cost in performing a contract. It is further assumed that the only difference 
between the two is that one contractor has a capital structure consisting only of 
capital stock and surplus, while the other has a capital structure consisting only of 
borrowings and funded debt. It is therefore clearly unreasonable to allow both 
contractors the same amount of profit and to allow interest as a cost to the 
company whose capitalization consists of funded debt. In the economic sense, 
all capital is entitled to interest and the corporation whose capital consists of 
capital stock and did not have to resort to borrowing would likewise be entitled 
to interest. 

There does not appear to be any valid reason Why the policies of the Depart- 
ment of Defense with respect to inclusion of interest in Government contracts 
should not be adopted by the USDA and other civilian agencies of the Federal 
Government. 

The importance of the question as to Whether interest should be considered 
an allowable cost to be reimbursed by the UGSA storage rates is readily appar- 
ent since the USDA survey concludes that interest represents 0.4 cent per bushel, 
per year, or 4.2 percent of the total direct operational Storage cost. If payments 
under the UGSA in fiscal year 1960 had been reduced by 4.2 percent, CCC would 
have realized a saving of approximately $17,500,000, For every billion bushels 
of grain placed in commercial storage by the CCC there would be an annual 
savings of at least $4 million. 

Unknown costs resulting from such factors as guaranteed quality and quantity 
upon delivery by the warehouseman.—The commercial grain storage survey of 
direct operational costs did not include unkown costs resulting from such fae 
tors as guaranteed quality and quantity upon delivery by the warehouseman. 
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USDA, in reporting preliminary results of the grain storage cost survey, under 
date of January 21, 1960, set forth the following comments with respect to 
guaranteed quality and quantity: 

‘* * * The estimates do not include all the expenses for which warehouse- 
men must be responsible in storing grain. The reported costs do not include 
indirect costs such as those involved in quality deterioration, shrinkage, and 
return on capital investment. These erpenses must be added in any considera- 
tion of storage contracts. {Italic supplied. ] 

“Under the uniform grain storage agreement, which controls rates and condi- 
tions for storing Commodity Credit Corporation surplus holdings, the warehouse- 
man is fully responsible for any loss in quality or quantity * * *.” 

During the visit of the staff to the Dallas commodity office, the director of 
that office furnished a copy of certain revisions in the UGSA recommended by 
the Dallas office to the CCC in Washington, D.C. Analysis of the recommenda- 
tions made by the Dallas office raised certain questions as to the actual legal 
liability of warehousemen for quality deterioration. The Dallas office pointed 
out that section 10(a) of the UGSA provides that warehousemen “shall condi- 
tion any such grain which is out of condition or in danger of becoming so, to 
the extent he is equipped to do so * * *;" and recommended the deletion of 
the language “he is equipped to do so,” which would result in the warehouse- 
man being legally responsible for quality deterioration. The Dallas office fur- 
ther pointed out that the warehouseman uses the present language as an escape 
clause in deterioration cases by claiming that he cared for the grain to the best 
of his ability with the equipment he had. 

In an interview with Walter C. Berger, Administrator of the CSS, on Feb- 
ruary 1, 1960, the staff brought to his attention the recommendation made by 
the Dallas commodity office on the revision of section 10(a), and raised the 
question as to whether or not this situation was applicable to the other com- 
modity offices. The staff also raised the question as to whether, under the 
present terms of the UGSA, any real weight should be given to such losses in 
the renegotiation of storage rates. Mr. Berger acknowledged that he did not 
know whether a value of 2 cents, 1 cent, or one-half cent should be assigned to 
such losses by warehousemen when negotiating the final storage rates. 

Mr. Berger further advised the staff that: 

Although the Dallas commodity office recommended that the clause “to 
the extent that he is equipped to do so,” which modifies a warehouseman’s 
responsibility to condition grain, be deleted, the problems in connection 
therewith are not restricted to the Dallas area. There has been only one 
specific instance where a court case involving this provision was ruled in 
favor of the warehouse and against CCC. There also have been a few other 
instances where the point involved was the subject of dispute. The problem, 
however, has not been one of major concern. The deletion of this language 
from the draft of the proposed contract is an example of a continuing 
effort to improve the contractual language and provisions, 

The staff feels that warehousemen should be required under their contracts, to 
fully protect CCC stored commodities as to quality and quantity. The staff 
cannot understand how USDA can justify as one of the cost items any losses 
sustained by warehousemen through quality and quantity deterioration. 

Ntorage and handling rates by type of construction.—In connection with a 
recent survey conducted by the Grain & Feed Deals Association of Illinois 
concerning storage costs, the staff noted one response with respect to quick 
profits on flat storage. Victor C. Dewein, Dewein Grain Co., Decatur, Ill., com- 
mented as follows: “Flat storage is built for a quick profit storage only.” 

The staff questioned Mr. Berger as to whether or not it was true that flat 
storage yielded a much higher percentage of profit to warehousemen than other 
types of storage. Mr. Berger stated that this was true with respect to flat 
storage, but that flat storage did have its disadvantages if frequent movement 
of grain was required: and problems were encountered in getting rid of grain 
Which had deteriorated in quality by requiring the movement of large masses 
of “rain to reach small areas which had developed a “hot spot.” 

The staff inquired of Mr. Berger if the cost data accumulated by the De- 
partment’s cost survey could possibly be recast to present revenue and costs by 
types of construction, which might indicate the desirability of different stor- 
age and handling rates for the various types of warehouse construction. Mr. 
Berger stated this possibility was under consideration, but that any distinction 
in rates between different types of construction might result in penalizing those 
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warehousemen who had not constructed cheaper and newer types of facilities 
during the past few years. 

Treatment of handling costs in the grain storage cost survey.—tiIn reporting the 
preliminary results of the grain storage cost survey, the USDA stated: 

“Costs for handling grain (loading in and loading out) are not included in 
the estimates for direct storage operating costs. Handling charges are covered 
as separate items under the uniform grain storage agreement.” 

Table 23 of the preliminary report on the commercial grain storage survey 
reflects an average annual direct cost of 4.7 cents per bushel for in and out 
handling by country warehouses. Table 24 of the same report reflects an aver- 
age annual direct cost of 3.5 cents per bushel for in and out handling by 
terminal warehouses. Revenue figures were not published in this preliminary 
report, and it was not possible to determine the rate of profit obtained by 
warehousemen for handling grain, from the data contained in the report. 

In an interview with Mr. Berger, the staff raised the question as to whether 
or not profits made by warehousemen on the handling of grain would be con- 
sidered in the renegotiation of rates, as well as profits made on storage rates. 
Mr. Berger stated the excess of revenue over costs for both storage and handling 
would be definitely considered in the renegotiation of rates. The staff requested 
that there be made available to it a summary for each of the eight classes of 
grain, showing revenue and costs per bushel. In response to this request, Mr. 
Berger advised the staff as follows: 

“With respect to handling rates, it should be noted that such rates have 
not changed since 1949 and during the period since that date, costs generally 
have risen. The cost of handling grain in and out of a warehouse was an item 
of study during the recent grain storage cost survey. The preliminary tabula- 
tion of the data available from that study indicates that receiving rates for 
grain received by rail may have to be adjusted upward. The present truck- 
receiving rates are higher than the rates for rail-received grain. The pre 
liminary tabulation of costs involved in receiving grain by truck indicates that 
such costs are more in line with presently applicable rates. Area and com- 
modity influence on handling cost, as reflected in the cost study, have not been 
determined.” 


The staff noted that the original objective of the grain storage cost survey, 
as expressed on page 1 of the training manual prepared for employees con- 
ducting the survey “is to develop valid information on the actual cost of han- 


” 


dling and storing grain in commercial storage facilities. The training manual 
also provides for determining the gross revenue from the receiving and load-out 
on handling only and stored grain, and for the allocation of costs to the various 
functions performed by the warehousemen. 

The staff obtained a copy of a booklet issued by Black, Sivalls & Bryson, Inc., 
of Kansas City, Mo., in May 1959, advertising the facilities manufactured by 
the company for the handling and storage of grain. In listing the advantages 
of its equipment, the company pointed out the following: 

“Low cost.—Less investment per bushel cost than any other vertical-type 
structure. For example, one grain company purchased a 97,000-bushel installa- 
tion for 21 cents per bushel; completely erected and equipped with aeration 
units. 

“Fast erection.—This same 21-cents-per-bushel installation was erected by a 
local contractor in only 5 days. 

“Economical to operate.—Here is an estimate of expenses and income from 
storing 9,766 bushels of CCC takeover wheat in a 24 by 24-foot king-size bin: 





Income | ist year Profit Income | 2d year Profit 
expense expense 


Storage charge, at $0.1679___ 

Handling charge, at $0.0625__- 

Filling bin, at $0.01 

Fumigation, at $0.01 

Shrinkage, at $0.02__________ 

Moisture loss, at $0.04_____- 

Aeration, at $0.01 eS ee 

Taxes, insurance, and miscellaneous, at 
Re 


Wiglat tied to! ss: 2: 1, 018 $1,216 | 1, 628 
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The example set forth above clearly indicates the potential profits available 
to warehousemen from handling of grain. 

Payment of charges by CCC to warehousemen.—The staff noted that the 
Grain & Feed Dealers of Illinois circulated a 10-point questionnaire to its mem- 
vers, to obtain information concerning storage costs, etc. One member, Jack 
Schweitzer, Shippers Supply Co., Biggsville, Ill., with respect to the payment by 
the Government of storage and handling charges, pointed out that “The Govern- 
ment owes for storage or handling—they may pay in 2 weeks or in 2 months. 
[ll agree that they have paid more promptly as of late, but we still feel that 
since we are bonded, they should allow us sufficient time to ship corn and draw 
aportion of our money.” 

The possibility of warehousemen using Government delays in making pay- 
nents for storage and handling charges during the course of the negotiations 
for new rates was taken up by the staff with Mr. Berger on February 1, 1960. 
Vr. Berger stated that he was not aware of any present delinquencies in the 
payment of storage and handling charges, but that he would look into the matter 
and advise the staff as to the results of his investigation. On February 4, 1960, 
Mr. Berger informed the staff that: 

“In negotiating a revised Uniform Grain Storage Agreement in April 1956, 
the Corporation provided for periodic payments every 3 months to warehousemen 
for all charges due and unpaid on commodities still in store. Prior to this 
agreement, such payments were made to terminal warehouses three times in 
each year and to country warehouses two times in each year. After April 1956, 
ud to further expedite payments to warehousemen, the Corporation introduced 
i procedure for preparation of invoices by the Corporation instead of by the 
warehouseman. This eliminated clerical work for the warehousemen and elimi- 
nited the time required for reverification of warehouse-prepared invoices. 
Charges due warehousemen on grain loaded out are paid upon completion of 
shipments against a loading order. If there is delay in agreeing to the amount 
of an invoice due to inadequate documentation by the warehouseman or any 
ther reason, the warehouseman may obtain advance payment up to 80 percent 

f the invoiced amount 20 days after the invoicing date. The above-described 
procedures have served to eliminate backlogs and needless delays in payments 
to warehousemen.” 

Recent audit reports covering operations of commodity offices do not indicate 
aly backlog of storage payments or undue delays in making payments to 
warehousemen. 

STORAGE FACILITIES 


OCC has an interest in the storage of grain owned by CCC and in grain on 
which price support loans have been made. One of the conditions for making 
price support loans on grain is that the grain is properly stored. All grain 
wned by CCC is required to be properly stored. 


Quantity and capacity of storage facilities 


_ As of September 30, 1959, CCC had an interest in approximately 3,532 million 
bushels of grain in storage of which 2,904 million bushels were owned by CCC 
and 628 million bushels were owned by producers who had obtained price sup- 
port loans thereon. This grain was stored in commercial warehouses, in CCC- 
owned bins, in the maritime reserve fleet, and in facilities on producers’ farms 
or in transit. 

A summary of the facilities used in storing grain owned by CCC as of Septem- 
her 80, 1959, is shown below: 


{In thousands of bushels] 


| 
| Commercial | CCC-owned Maritime 
warehouses bins fleet 


Intransit | Combined 


| 
| 
i 


a ee ee ae 


39, 068 37, 938 14, 818 1, 119, 912 
582, TE Faison coals , 457 1, 153, 445 

Ri GEE, 472, 8, 855 |_ ee ater 5, 350 481, 479 
Epa Bebe ed 58, 68: 15, 156 , 159 74, 997 
ee ee 3, 79% Re 280 4, 647 
RR ee ee en 22, 78: 3, 188 si 692 26, 663 
Soybeans ae ; 36, 517 kk... 4,331 | 41, 721 
Flaxseed. ____ ene ; 03 | 4 : 58 | 485 


ee abel 204, 911 | 627, 536 | 37, 938 33, 145 | 2, 903, 529 
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Wheat, corn, and grain sorghums constituted approximately 95 percent of the 
total quantity of CCC-owned grain that was stored. The greater part of the 
total quantity of wheat and grain sorghums was stored in commercial ware. 
houses, while corn storage was about evenly divided between CCC-owned bins 
and commercial warehouse. 

A summary of the facilities used in storing grain under price support loans as 
of September 30, 1959, is presented as follows: 


Combine 
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Approximately 74 percent of the farm-stored grain was comprised of wheat 
and corn. Some of the farm-stored grain has been stored on the farms for sey 
eral years under reseal programs. As of November 380, 1959, there wer 
303,297,000 bushels of grain under reseal or extended reseal. 

Capacities of the major facilities for storing grain at selected dates are shown 
as follows: 













In thousands of bushel 





Commercial Facilities 
warehouse constructed 
rate pac CCC-owned | under farm- Combined 
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UGSA program 
























240), 277 543, 241 139 


dec, At IMS. 1, 324, 007 543, 30S 170 
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lec} 1, 834, 113 705, 060 246, 884 2,7 
Apr. 3¢ 1, 930, 160 843, 196 282, O71 3, 
Dec. 3 2. 384, 733 893, 710 313, 989 3, < 
Dec 2. 797. 487 ORY, 840) 340, 399 4, 
De 31, 1958 -. 3, 488, 240 401, 404 4,387 
Sept. 30, 195: +, O88, 642 183, 431 5, 557, 597 





In addition to the foregoing storage facilities, the Maritime Reserve Fleet is 
being utilized to store CCC-owned wheat. A maximum of 384 ships were utilized 
for this purpose in November 1955 and as of September 30, 1959, 167 ships were 
used for storing 37,938,460 bushels of wheat. 

Commercial warehouses.—Each commercial warehouse must be a party to the 
UGSA in order to be eligible to store either CCC-owned grain or grain owned by 
producers who have obtained price support loans thereon. 

The capacity of commercial warehouses approved under UGSA as of August 20, 
1952, amounted to 1,240 million bushels compared with a capacity of 4,089 million 
bushels as of September 30, 1959. Although it would be impracticable to estab- 
lish positive proof that this increase was due to new construction, it is the opit- 
ion of Mr. Robert A. Hanson, Deputy Director, Grain Division, CSS, that sub- 
stantially all of the increase is due to new construction. He explained to the 
staff that possibly a very small part of the increase may have been due to making 
available to the Government some existing space that was formerly used for 
private storage. 

The following tabulation shows the capacity of commercial warehouses aj- 
proved under UGSA for commodity offices by select dates and the percentage of 
increase since August 20, 1952. 
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Areas serviced by the five CSS commodity offices handling grain are as 
follows: 

The Evanston commodity office serves Iowa, Illinois, and the 17-State area 
extending north and northeast from Kentucky and Virginia. 

The Dallas commodity office serves the 12-State area extending eastward from 
New Mexico. 

The Minneapolis commodity office serves the five States of Minnesota, Mon. 
tana, North Dakota, South Dakota, and Wisconsin. 

The Kansas City commodity office serves the five States of Missouri, Nebraska, 
Kansas, Wyoming, and Colorado. 

The Portland commodity office serves the seven States west of Montana, Wyo. 
ming, Colorado, and New Mexico. 

The tabulation shows that capacities of commercial warehouses in the Dallas, 
Evanston, and Kansas City commodity office territories almost quadrupled in 
each territory from 1952 to 1959. Commercial warehouse capacities in the 
Minneapolis and Portland commodity office territories have more than doubled 
during the same period of time. 

The percentage of total space in warehouses approved under the UGSA utilized 
for the storage of CCC-owned and warehouse-loan grain is shown by commodity 
office on various dates as follows: 

[Percent] 


Dallas Evanston Kansas City Minneapolis | Portland 


Dec. 31, 1956 44 66 49 
Dec. 31, 1957 58 65 49 
Dec. 31, 1958 59 | 66 58 
June 30, 1959.___- 55 | 60 





CCC-owned bins.—Grain bins have been purchased by CCC in order to assure 
adequate storage space for CCC-owned grain. The type and number of grain 
bins purchased by CCC since 1952 are shown as follows: 
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Grain storage structures acquired in 1953, 1954, and 1955, were purchased 
from manufacturers and erected by local contractors. Although it was not 
practicable to make detailed analyses of bin purchases made in these years, the 
staff was furnished with net changes in CCC’s investment in grain storage bins, 
Based on this information the total cost of grain storage bins purchased by CCC 
amounted to 24 cents per bushel in 1953, 21 cents per bushel in 1954, and 25 cents 
per bushel in 1955. 

The bid price for grain storage structures acquired in 1956, under two an- 
nouncements, included all costs involved in completing the structure on the bin 
site. The costs included freight and erecting charges as well as the cost of the 
basic structure. 

Following is a listing of the 1956 bin awards by manufacturer for each State. 
The upper figure in the State column is the number of bins purchased, the middle 
figure is the erected cost per bin, and the lower figure is the per-bushel erected 
cost. 
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The erected cost ranged from 25 cents per bushel for bins erected in Iowa to 
31 cents per bushel for bins erected in Montana. In making awards, the USDA 
announced that in addition to appraising the bid prices, it also took into con- 
sideration the ability of the bidder to deliver erected bins to USDA by July 31, 
1956, and whether or not he was an established manufacturer of storage bins. 

Purchases of grain storage structures in 1955 and 1956 consisted only of round 
steel bins, each having a capacity of approximately 3,250 bushels. USDA an- 
nounced that this size provides greater flexibility in moving and disposing of these 
facilities. The announcement further states that ‘‘* * * circular bins can be 
taken down for removal to new sites in the event storage shortages become more 
ute in other areas. This feature permits more satisfactory lease negotiations 
when bin site leases expire. Because of their size, the bins are more suitable for 
disposal to farmers when no longer needed by CCC, thus adding to the total of 
on-farm storage.”’ 

Sites for the erection of grain storage structures were leased usually for a period 
of 5 years. 

CCC investment in storage structures and related equipment is stated at cost 
as of the end of fiscal years 1952 to 1959, inclusive. 

Date Invest ment at cost Date Investment at cost 
June 30, 1952 $127, 034, 662| June 30, 195 $204, 419, 076 
June 30, 1953 128, 677, 114] June 30, 19% 387, 820 
June 30, 1954 171, 265, 962} June 30, 19% 066, 343 
gee a0; ivoo...—.s3.-. 198, 091, 545' June 30, 33, 997, 341 
* x * ¥ * * 


Farm storage-—Through means of the farm storage facility loan program, 
which is discussed later in this report, additional storage space is provided. This 
program, however, was designed to encourage farm storage by producers and was 
not intended to expand either directly or indirectly commercial facilities. The 
utilization of such storage structures under the UGSA would be inconsistent 
with the purpose of the program. The staff, in its contacts with the directors 
of the various commodity offices, was informed that such structures were not 
under UGSA. 

On-farm storage facility loans were made during fiscal years 1952 to 1959, 
inclusive, for the construction of storage capacity as follows: 

* * * * * * * 


Private facilities underwritten by CCC 


In connection with the underwriting of private facilities, CCC has no program 
whereby loans are extended to commercial warehousemen for the construction of 
storage facilities. 

Mr. T. 8. Thornburg, Financial Analysis Branch, Fiscal Division, CSS, informed 
the staff on January 27, 1960, that CCC has never made any such loans to com- 
mercial warehousemen but that loans could probably be made by the Small 
Business Administration (SBA) in cases where the warehousemen meet SBA’s 
requirements for a loan. 

Relative to guaranteed occupancy contracts, Mr. Leland E. Cornwell, Ware- 
house Examination and Analysis Section, Commercial Storage Branch, Grain 
Division, CSS, informed the staff on January 8, 1960, that CCC discontinued the 
issuance of these contracts in 1954 and that the remaining contracts in existence 
would be maturing in the near future. 

_ CCC has a loan program for on-farm construction of storage facilities which is 
known as the farm storage facility loan program. 

Occupancy contracts—In 1953 and 1954, CCC entered into occupancy con- 
tracts to encourage construction or expansion of commercial storage facilities. 
These contracts became effective in 1954 and in 1955 and provided for annual 
payments by CCC for 5 or 6 years if occupancy did not reach certain levels. 
wa of occupancy contracts outstanding as of November 30, 1959, is as 
ollows: 





Number of Bushels of Claims 
contracts capacity paid 





52, 068, 270 $66, 152 
32, 795, 645 161, 622 





171 84, 863, 915 227, 774 
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No occupancy contracts have been entered into since 1954. The last of these 
contracts will expire in 1961. 

Farm storage facility loan program.—CCC makes loans or guarantees loans for 
the construction or expansion of on-farm storage facilities. These loans are re. 
course loans which are secured by chattel or real estate mortgages held by ap- 
proved lending agencies or by CCC. Loans may be paid in four annual install. 
ments. CCC guarantees the loans made by lending agencies and agrees to pur- 
chase such loans at any time. 

A summary of the number of loans, capacity of facilities, and amount of loans 
is shown as follows for the fiscal years 1952 through 1959: 


Capacity of Amount of 
Number | facilities | loans (in 
of loans | (in thousands thousands of 

of bushe Is) dollars) 


, 049 $11, 37] 
2, SO5 | 6, 857 
», O28 

70, S87 

26, 324 | 

7, 757 | 

30. O59 

64, 663 


One advantage of the farm facility loan program to a producer is that he can 
receive storage payments on farm-stored commodities under price-support loans 
that are resealed. Leone C. Smithberger, county office manager of the ASC 
county office in Farmington (Dakota County), Minn., worked up an example to 
show how a farm storage facility loan can be paid off in a relatively short period 
of time. The example stated that the average loan on a 2,000 bushel facility is 
about $640. This amount is 80 percent of the purchase price of the facility 
exclusive of the cost of a concrete foundation. A 2,000-bushel facility could earn 
$320 annually in storage charges. Thus a loan of $640 could be repaid in 2 years 
by applying storage charges earned. 


Relationship between storage rates paid by CCC and cost or value of storage facilities 


Annual storage payments were previously set out in this report. Costs of 
constructing storage facilities were obtained by personal contacts with executives 
of warehouse construction companies and executives of steel grain bin manu- 
facturers. 

Factors that senerally affect the cost of constructing storage facilities are loca- 
tion, labor costs, size, capacity, material, and equipment. 

Concrete storage structures.—Although a typical or average grain warehouse 
structure would be difficult to define, warehouse construction companies furnished 
the staff with representative costs of upright concrete structures. 

The staff interviewed executives of the following elevator construction com- 
panies in November and December 1959: Mr. Virgil H. Johnson, president, 
Johnson Elevator Construction, Inc., Salina, Kans.; Mr. Chalmers, partner of 
Chalmers & Borton, Hutchinson, Kans.; Mr. Skinner, partner of Mid-States 
Construction Co., Omaha, Nebr.; Messrs. Darwin and Sherman Sampson, owners, 
Sampson Construction Co., Inc., Wichita, Kans.; and Mr. J. Edward Thornberg, 
superintendent, T. E. Ibberson Co., St. Louis Park, Minn. 

An average of costs furnished by these construction companies is presented 
below with possible annual gross earnings for the storage of wheat in area IIL 
The percentages of cost that could be grossed annually are shown as follows: 


Percentage of 
construction 
Possible annual] costs that could 
Construction | gross earnings be grossed 
Capacity (bushels) cost per per bushel of annually by 
bushel wheat stored storage, re- 
in area III ceiving and 
loading-out 
payments 


queen emmedi ED 


100,000___ 5 Sie succecnc <b eicned $0. 2379 m4 
150,000_____- ore 2 oe : ; a . 2379 | 4 
250,000 g aid ; . 2379 38 
500,000_____ Beer a cian cme P . 2379 4 
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Construction company executives stated that upright concrete storage of less 
than 100,000-bushel capacity was generally rather expensive. 

Mr. Chalmers of Chalmers & Barton informed the staff of one facility consisting 
of eight flat concrete buildings having storage capacity of 20 millions bushels that 
had been constructed recently at a cost of $5 million. The per-bushel cost of 
this facility would be 25 cents. It would be possible for the owner of this ware- 
house to gross 95 percent of the cost of this building in 1 year by storing wheat in 
ea IIT, assuming 100-percent occupancy with one receiving charge and one load- 
out charge. 

Flat metal storage structures.—The cost of constructing this type of structure 
varies generally by the factors of location, erection labor costs, size, and capacity. 

Mr. , of — Co., , Tex., furnished the staff with a range of 
costs of flat steel structures. 

The range of these costs together with the median of the range of cost, possible 
annual gross earnings on wheat stored in area III, and percentages of cost that 
could be grossed annually are shown as follows: 
















Cost of flat metal storage structures and possible gross earnings 












| Percentage of 
construction 
Possible annual costs that 










| Median of gross earnings could be 
Range of range of cost | per bushel of | grossed 
Capacity (bushels cost (cents (cents per wheat stored | annually by 
| per bushel) bushel) | inarealll | storage, 






} receiving, and 
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payments 
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6,00 32 | 
190,000. . 30 
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300,000 : 25 
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Executives of two construction companies and one tank manufacturer in 
Kansas City, Mo., namely, Mr. John T. Rector, of Monmac Builders, Inc., 
Mr. L. E. MeCormick, of Steel Buildings, Ine., and Mr. Don Dixon, of the 
Columbian Steel Tank Co., furnished estimated costs of several of the capacities 
that were within the cost rages stated above. 

Cylindrical steel storage structures. The Columbian Steel Tank Co. lists in its 
catalog of steel cylindrical bolted grain tanks a total of 210 sizes that ranged from 
‘apacities of 1,304 bushels to 190,984 bushels for tanks without bottoms. The 
Butler Manufacturing Co. catalog listed 211 sizes of tanks with a similar range 
of capacities. The catalog price of these tanks, exclusive of concrete floor and 
cost of erection, ranges from 60 cents per bushel for the 1,304-bushel tank to 21 
cents per bushel for the 190,984-bushel tank. The steel siding of these bins is 
fa heavier gage than that specified in the CCC-owned bins. 

One elevator operator reported that an addition was built to his elevator in 
1958. This addition consisted of two tanks having a grain storage capacity of 
565,000 bushels each, connected with the main elevator by overhead gallery and 
underground conveyor belts. The initial cost of this addition was approximately 
5350,000, or 31 cents a bushel. <A second addition was said to have been added 
In 1959 consisting of six steel tanks with a capacity of 160,000 bushels each. 
These tanks also are connected to the main elevator with overhead gallery and 
underground conveyor belts. Although all costs in connection with this addition 
have not been determined, they were expected to be about $400,000, or 42 cents 
a bushel, 

Contacts uith warehousemen.—The staff contacted 46 country warehousemen 
in the States of Illinois, Kansas, Minnesota, Oregon, and Texas, in November 
and December 1959. 

In many instances the staff found that costs of constructing warehouse struc- 
tures were well within the range of construction costs obtained from warehouse 
construction companies. 

The staff observed that many warehouse facilities were comprised of a com- 
bination of structures made of different materials. Structures consisted essen- 
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tially of wooden elevators, flat steel-walled buildings, cylindrical steel tanks, and 
concrete elevators. There was no uniformity in the capacity of each warehouse 
facility, although many cylindrical steel structures are of standard size. There 
is also a considerable variation in the types of handling equipment and aeration 
equipment that is available. 

Many of the warehousemen were engaged in other related businesses in addition 
to that of storing grain. Warehousemen owned and operated grain dryers and 
feed mills, and purchased and sold grain. Handling and aeration equipment 
was used in these operations as well as in the storage of grain. 

From observations of warehouse facilities and discussions with warehousemen, 
the staff found that most of the wooden structures are rather old while most 
structures erected during the past 7 years were constructed of steel or concrete, 
Reliable appraisals of older structures generally were not available. 

The staff compared actual payments by the commodity offices for storage, 
receiving, and loading out made to warehousemen during the past 2 years with 
costs of warehouse facilities obtained from warehousemen. In six of the ware- 
houses, the aggregate gross storage and handling charges will equal the cost of 
the warebouses in 1.3 to 2.9 years. 

© * * * ’ * 


GRADES AND STANDARDS 


The staff made inquiry into grades and standards of both grains and cotton. 
The method of establishing standards for grains differs widely from that of 
establishing standards for cotton. 

Enforcement of grain standards.—The U.S. Grain Standards Act provides in 
part that all grain shipped in interstate or foreign commerce to or from a point 
at which an inspector licensed under the act is located, must be officially inspected 
and graded if the grain be merchandised by grade. As most of the grain that 
reaches any important grain market is moving in interstate or foreign commerce 
by grade, it is necessary, for practical purposes, that the grain inspectors hold 
Federal licenses to inspect and grade grain. 

Most of the licensed grain inspectors are employed by States or trade organi- 
zations. They are paid salaries by the agencies that employ them. Some 
licensed inspectors work independently for fixed fees, paid by those who request 
these services. No licensed grain inspectors are employed by the Federal 
Government. Inspectors are not permitted to be interested financially or 
otherwise in any grain elevator or warehouse or in merchandising of grain or 
be in the employment of a person or corporation so interested. 

The grain-grading activities of all federally licensed grain inspectors are super- 
vised by Federal grain inspection supervisors employed by the USDA and 
stationed at the important grain markets. Grain, upon arrival in the market, 
is graded by a licensed grain inspector. Any person financially interested in 
the grade of a lot of grain may appeal from the grade assigned to it by a licensed 
inspector. Appeals may be made to the Secretary of Agriculture, through the 
local grain inspection supervisor. 

At the end of fiscal year 1959, there were 658 licensed grain inspectors, operating 
from a total of 377 inspection points. The number of inspections by licensed 
inspectors increased in fiscal year 1959 to 3,511,548 from 1,353,427 in fiscal year 
1938. The approximate number of bushels represented by inspection certificates 
during fiscal year 1959 was 6 billion as compared with approximately 2 billion 
in 1938. 

During fiscal year 1959, total Federal personnel assigned primarily to enforce- 
ment numbered 247, and in 1938 numbered 280, which represents a decrease of 
about 12 percent. 

Total inspections of licensed inspectors that were supervised during fiscal year 
1959, amounted to 199,790, or approximately 5.7 percent and in 1938 amounted 
to 211,291, or approximately 15.6 percent. 

Even though the number of bushels represented by inspection certificates in 
1959 was three times that in 1938, the number of supervisory personnel decreased 
and the percentage of inspections supervised was sharply reduced. 

Mr. Murray Bell, officer in charge of San Francisco field office, Grain Division, 
AMS, informed the staff on December 11, 1959, that a large amount of grain 
was loaded for export at the port of San Francisco at nights and on Saturdays, 
Sundays, and holidays. He also informed the staff that funds were not available 
to pay overtime salaries to grain inspection supervisors located at this port. 
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Thus there was little supervision of inspections made outside the normal working 
hours. 

Messrs. J. R. Dicken, W. F. Fuenches, Murray Bell, and J. A. Browning, 
representatives of grain inspection supervisors in the respective ports of New 
Orleans, Galveston, San Francisco, and Portland, Oreg., generally were of the 
opinion that more inspections should be supervised in order to assure uniformity 
in the application of grain standards. 

Extent to which failure to meet grades and standards has affected our grain export 
markets—Mr. B. W. Whitlock, Director, Cotton Division, AMS, informed the 
staff on January 29, 1960, that complaints on the quality of U.S. grains have been 
received from foreign importers. 

A trip sponsored jointly by the FAS and the Great Plains Wheat Market Devel- 
opment Association was made during the period June 7, 1959, through July 15, 
1959. Countries visited were Japan, Hong Kong, India, Pakistan, the Nether- 
lands, Belgium, Germany, and England. 

Some of the principal purposes of the trip were— 

(a) To investigate complaints in respect to the quality of U.S. wheat 
received in India. 

(b) To arrange with European laboratories all scientific details of a project 
for evaluating the quality of wheat from all exporting countries arriving at 
the ports of Rotterdam, Antwerp, Hamburg, and London. 

(c) To determine whether or not the sampling operations performed by 
the Superintendence Co., Inc., on cargoes of wheat at the time of unloading 
are adequate to provide the representative samples required for the above- 
mentioned project. 

Some of the conclusions arrived at by Dr. Lawrence Zeleny, one of the individ- 
uals who made this trip, are as follows: 

“1, U.S. wheat received in foreign markets has been considerably cleaner since 
the revision of the U.S. wheat standards 2 years ago. However, it still compares 
unfavorably with wheat from most other leading wheat-exporting countries in 
respect to freedom from dockage and foreign material. Further tightening of the 
standards, or any other means of providing cleaner wheat, would greatly enhance 
the prestige of U.S. wheat in foreign markets. 

“2. The quality of soybeans now received in Japan is considered reasonably 
satisfactory, although soybeans with less foreign material would be considered 
very desirable. The objection to green-coated yellow soybeans is probably based 
largely on prejudice. 

“3. English flour mills have been satisfied with the protein content of U.S. 
Hard Red Winter wheat since they started using the service recently instituted 
by the U.S. Department of Agriculture for the inspection of cargo wheat for protein 
content. 

“4. There is evidence that the quality of U.S. Hard Red Winter wheat has been 
greatly underrated by European cereal laboratories because of their use of experi- 
mental baking tests that fail to reveal the true bread-baking strength of this 
class of wheat. 

“5. A carefully prepared brochure on U.S. wheat, U.S. wheat standards, 
and the specifications that are necessary to procure U.S. wheat of the desired 
quality should serve a very useful purpose if distributed to foreign millers and other 
members of the grain trade. There is still much misunderstanding in foreign 
countries in respect to U.S. wheat quality. 

“6. Wheat cargo sampling operations performed by the Superintendence 
Co. in northern European ports are unscientific and not uniform. Nevertheless, 
they are the best available and appear to provide reasonably representative 
samples which should be satisfactory for the Great Plains Wheat Development 
Association’s European wheat quality evaluation project. 

“7, All technical details have been completed with two leading cereal labora- 
tories, one in Germany and one in the Netherlands, to test and evaluate wheat 
samples from various exporting countries for the Great Plains Wheat Market 
Development Association. 

“8. The sedimentation test for wheat quality, developed by the Grain Division 
of AMS, is becoming increasingly well accepted in most European countries. In 
the future it may greatly simplify and reduce the cost of wheat quality surveys 
such as that now being planned by the Great Plains Wheat Market Development 
Association.” 

The trip report does not comment on the relationship between price and quality 
of wheat from the United States. 
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The Director, Grain Division, AMS visited 10 countries in Europe during the 
periodjNovember 10 to December 20, 1959. The objectives of this trip were— 

(a) To check the progress of wheat sampling and quality testing programs 
in urope. 

(6) To investigate complaints of improper grading of grain and oil seeds 
shipped from the United States. 

(c) To compare U.S. grain grades and standards with grading methods 
and standards of importing nations. 

(d) To consult with agricultural attachés and Great Plains Wheat Growers 
Market Development Association representatives in Europe. 

(e) To discuss methods of improving the reputations of U.S. exports with 
importers. 

(f) To make a study in the United Kingdom of the “certificate final” 
system that is favored by the United States and Canada versus the “fair 
average quality and type sample’’ system with arbitration privileges at 
destination that is strongly favored in the United Kingdom. 

A report of this trip had not been prepared at the conclusion of this study. 
Even though trips have been made to urope for the purpose of investigating 
complaints, the staff is of the opinion that USDA still is not in a position to 
evaluate compliants made by foreign buyers against the quality of U.S. grains. 
Although complaints are not summarized, the Director, Grain Division, AMS, 
! stated that the following complaints were common: 







‘ Corn: Wheat: 

‘ 1. Excess foreign material 1. Poor milling quality 

: 2. High moisture content 2. Exeess dockage and foreign ma- 
. 3. Condition factor not good terial 

P $. Infestation 3. Infestation 


Mr. Julius Maver, executive vice president of Continental Grain Co., Chicago, 
informed the staff on November 4, 1959, that in his opinion many complaints 
against U.S. exporters of grain were not valid because important quality factors 
were not specified at the time the price was being negotiated. He stated that 
foreign importers usually got what they paid for and that better quality of grains 
were available at higher prices. 

Mr. Ben Raskin, a representative of Daniel Rice & Co., Chicago, informed the 
staff on November 4, 1959, that he had returned from a trip to Europe about 3 
weeks prior to that date and had heard no complaints from foreign buyers who had 


Seemestaeeae 


imported U.S. grain. 

In November 1958, USDA established a program for the inspection of cargo 
wheat for protein content. Requests were received for this type of service in 
connection with wheat for export. Protein content is not a factor in determining 


the grade of wheat. Through January 1960 over 31 million bushels of wheat 
exported were tested for protein content. The Director, Grain Division, AMS, 
stated that complaints on protein content of wheat have decreased considerably 
since this program was established. 

The staff believes that the USDA should make a comprehensive survey of the 
complaints made by foreign importers and millers with respect to the poor 
quality of grains. If a survey finds the complaints, valid the Department should 
consider further tightening of standards and develop the necessary program of 
inspections and checks to improve the quality of U.S. exports and to enforce 
standards in the export trade. 


oe atet tom ewes 


* * * x * 4 * 

Enforcement of cotton standards—The Department of Agriculture’s official posi- 

tion with respect to the enforcement of the use of cotton standards is that such 4 
responsibility is outside of the legal authority vested in the Department. 

In a memorandum dated December 30, 1959. Mr. Rodney Whitaker, Acting 
Director of the Cotton Division, AMS, advised the staff, in part, as follows: 

“Tt has always been our understanding that section 2 of the United States 
Cotton Standards Act (7 U.S.C. 52) simply prohibits the use of nonofficial stand- 
ards, or names, descriptions, or designations not used in the official cotton stand- 
ards in transactions or shipments in interstate commerce. As far as we know 
this section has never been interpreted to require the classification of any cotton 
or to require that the grade specified in any transaction must be the true grade 
of the cotton in terms of the standards.”’ 

Mr. Julius C. Krause, of the Office of General Counsel, Department of Agricul 
ture, informed the staff of its concurrence with the paragraph quoted above. 
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Mr. E. J. Overby, Director, Cotton Division, AMS, informed the staff. that 
complaints against grades of cotton can be submitted to the Cotton States Arbi- 
tration Board, a nongovernmental organization which will determine the grade of 
cotton. If a grade is determined by this board to be lower than stated in the 
contract, a purchaser can either reject the cotton or file a civil suit. 

With respect to foreign shipments, Japan and the major countries in Europe 
have arbitration boards with whom importers can lodge complaints against grades 
of cotton. These boards will determine the grades of cotton that are submitted. 
Price adjustments are made on these decisions; however, the right of rejection 
usually is not permitted in the contracts involving foreign shipments. 

Extent to which failure to meet grades and standards has affected our cotton export 
markets —Mr. Charles H. Barber, Chief, Commodity Analysis Branch, and Mr. 
T. L. Bailey, Foreign Marketing Branch, both of the Cotton Division, market 
development and programs, FAS, informed the staff that importers and mill 
operators in foreign countries have complained that cotton received from U.S. 
exporters was of a lower quality than that contracted for. The staff was also 
informed that similar complaints are made against exporters of cotton in other 
countries and against sellers of cotton in the United States with respect to domestie 
transactions. 

No surveys have been made either by AMS or FAS of the validity of complaints, 
evaluation of complaints, relationship between price and quality of cotton de- 
livered, or the extent to which the grades of cotton were lower than that specified 
in contracts. Thus, the lack of such data imposed practical limitations on the 
staff in determining the extent to which failure to meet grades and standards 
has affected our cctton export market. 

The staff’s attention has been called to the fact that the export of U.S. cotton 
by U.S. exporters to foreign importers is a regular commercial export trade 
activity and that the USDA has not attempted to police these transactions. 

Mr. Charles H. Barber, Commodity Analysis Branch, Cotton Division, FAS, 
expressed the opinion that competition and arbitration were strong forces in 
preventing the delivery of cotton of grades lower than those contracted for except 
when the supply of cotton is scarce or when certain grades of cotton are not 
available. 

“Form A certificates of U.S. Government classification’’ are available to foreign 
importers at a nominal cost. By using this device, a foreign importer can assure 
himself that the quality of the cotton delivered is in accordance with universal 
standards. However, the staff was informed that foreign importers do not make 
extensive use of these certificates. 

Mr. E. J. Overby, Director, Cotton Division, AMS, informed the staff that the 
International Cooperation Administration requires form A classification of cotton 
shipped to certain countries which generally do not have an established cotton 
trade and the necessary technical skills to protect themselves in commercial 
transactions in cotton. 

Many contracts for the export of cotton describe the cotton by type or sample 
rather than by standard. 

Contracts for the export of U.S. cotton historically have not provided for the 
rejection of cotton. Contracts could be written to provide for rejection of cotton 
or contain extra penalty clauses. 

The staff believes that the USDA should make a survey of the complaints 
made by foreign importers and mills against the quality of cotton. If a survey 
finds the complaints valid, the Department should explore methods for improving 
the quality of our exports and should, if necessary, propose legislation which 
would give the Department authority to enforce standards of cotton exported. 


Mr. Wuirren. Mr. Marshall, do you have any questions? 
Mr. Marswauu. Yes, Mr. Chairman, J have a number of questions. 


MOVEMENT OF GRAIN TO COMMERCIAL STORAGE 


Last fall I spent considerable time back in my home State of 
Minnesota. I had the opportunity of meeting with a number of 
aC ers and some comp if eemen ana one of the questions 1a he T 
farmer | { | f tl { that they 
raised with me was that the Government stocks were being pulled out 
of the bins and being placed in commercial storage right in the same 
locality to where the Government would assume storage costs. 
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What would have been the reason for that? 

Mr. McLarn. Mr. Palmby, would you answer that? 

Mr. Patmpy. About a little over a year ago now, when we were 
very much concerned with the size of the takeover that was facing us 
at that time, we did move a small amount of grain, and, believe me it 
was very small, particularly in Iowa and some in Minnesota and a 
very limited amount in Illinois, from our bin sites into commercial 
houses. This we did ahead of the normal movement. And the reason 
we did so was that we were urging and attempting to induce commercial 
expansion at that time. 

Now I will have to hasten to add that I think there were a few 
counties in some areas that probably exceeded what we thought the 
authority was that we gave them. We tied it to the only areas, 
counties, and communities where it looked like the takeover would be 
far in excess of the available space in that locality. We were doing 
two things. We were moving well ahead of what appeared to be a 
record takeover so that we would not run into boxcar shortages. 

And secondly, we did this with our eyes open with the idea that this 
would be attractive for commercial expansion in a very limited area. 

Mr. MarsHa.u. It was a fact then that as far as vou were concerned 
that vou took into consideration, doing some of these things to encour- 
age the building up of commercial storage? 

Mr. Patmpy. Or to put it another way, of space for takeover 
that fall in addition to having ample space for producers’ crop at 
harvest time. 

Mr. Marsnaty. Last summer, I think possibly in August, I do not 
recall the exact date right now, we received several complaints in our 
office concerning the fact that in an area of Minnesota where they 
were experiencing a great drought that affected crop conditions, that 
the grain in the Government bins was being moved out entirely out 
of that area. We called your attention to that, you may recall. 
What did you do about that at the time? Did you stop the shipment 
of grain out of that area? 

Mr. Patsy. I don’t recall this specific one. 

Mr. Brercer. I believe I handled that and worked with the com- 
missioner of agriculture up there too very closely on it. Oats was 
the only crop which we kept on moving out of there because we had 
good markets for it at that time. The rest of the grain we have held 
in the counties that had their worst drought and the same way with 
otber territories, too. We did take new action after we found out 
how bad the drought was. 

Mr. Marsnatu. I wonder what the situation is as far as the empty 
bins in central Minnesota, in the counties in west central Minnesota? 
I wonder if you could supply for the record how long those bins had 
been there and to what percentage of capacity they had been filled 
in that area? 

Mr. McLain. If you gave us the counties we could do that. 

(The information requested follows:) 
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Minnesota 
| 
Jan. 31, 1960 

Number Total Usable inventory | Pereentage 

County of bins county capacity ! grain in of occu- 

(bushels) | (bushels) storage paney 3 

(bushels) 

I ick wiehdsiaednw edie cinder neaieteneiel 412) 1,842,060 | 1,207,845 732, 008 61 
I i <intsn ceincinn-entne <esesni> tapas anlepe aaa 601 2, 213, 252 1, 991, 927 1, 000, 148 50 
Si le ci et ER Ae Re ogee aan ahaa 332 | 1,111,790 | 1,000,611 716, 750 72 
IR Shi cciddaudeousnitguacacsavedit 581 | 2,266,760 | 2,040,084 | 1,401,270 69 
RON OI i a No Sead 1,025 | 3,812,820 | 3,431, & 2, 860, 334 83 
RN i ic dh nisiian deny dideviodageniebiany eiananapeibiigrinwia: 238 1, 276, 360 | 1, 147, 824 718, 332 63 
Dt cibhastdus atu scene smunenueheeGnns 113 362, 850 326, 565 54, 935 17 
SES dé: icniadiinbigiie snsiudivdacha teiarhitsaieapiahabis tected 565 1, 992, 050 1, 792, 845 1, 386, 381 77 
ES ea ee ee! 537 2,455,110 | 2, 209, 599 1, 760, 177 80 


DEEP URD W.cccncsecesmesce= otra eens hci 436 | 1,676,376 | 1, 508, 738 | 1, 097, 524 73 

















110 percent allowed for turning and cleaning operations, 
2 Based on usable capacity. 


NoTtEe.—No records are available in Washington reflecting how long these bins have been in their present 
location. It is safe to assume, however, that all of them have been there for at least 3 years. 


AERATION OF BINS 


Mr. Marswauy. The committmen called my attention to the fact 
that you have ordered some equipment to aerate the bins. Was that 
a development last year or how long did you practice that? 

Mr. Patmpy. Congressman, this has been a growing procurement 
with us. I believe this will be the third consecutive year that we have 
had a plan of aeration for these round steel bins; long before this we 
have had aeration in all of our quonsets but we have moved on a 
planned program to aerate our round bins as we empty them or deem 
it advisable. I think Minnesota, percentagewise, has less aeration in 
comparison to other States, say, Iowa. Iowa has a lot. 

Mr. MarsHatu. What was the cost to aerate each of these bins? 

Mr. Patsy. It was a very nominal figure. We can supply it 
for the record. 

Mr. Marsuatu. Will you supply that for the record? 

Mr. Pautmsy. Yes. 

(The information requested is as follows:) 

The aeration units of the type used in Minnesota consist of a duct and door 
panel assembly for each bin and a movable fan. Each fan serves 8 to 12 bins of 
grain. The duct and door panel assembly purchased in Minnesota in 1959 cost 
$16.50 each. Fans cost $53.17 each. The cost of installation is nominal because 
the unit is installed at ground level without serious modification of the structure. 
Cost of supplying electricity varies greatly depending upon availability of power 
and size of the site. These costs are estimated to average arp cretenes $10 per 
bin in the State of Minnesota. Since these units are used in standard bins of 


3,250 bushel capacity the total cost of the aeration unit installed in the bin is 
approximately $32 or 1 cent per bushel capacity of the bin. 

Mr. Marswauu. And then will you tell me why after ordering them 
you did not use them? 

Mr. Parmpy. Yes, sir; we can. 

Mr. Marswatu. You can do that for the record? 
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Mr. Patsy. Yes, sir. 
(The information requested is as follows:) 


Approximately 1,200 of the 6,000 units purchased in Minnesota in 1959 were 
not immediately installed. In the management of the storage operation it is 
necessary to plan such installations as this ahead of the fall season when farm- 
delivered grain is taken into the bin site. Less corn was received in Minnesota 
sites in 1959 than was anticipated earlier in the year. It was planned to install 
these units ahead of the grain takeover insofar as practicable, with the remainder 
to be installed as stored grain was turned and sereened in the normal process of 
maintenance. The aeration units on hand as of this winter are being installed 
now in accordance with this plan. This is considered to be the most economical 
method of putting this equipment into operation. It is an efficient tool to be used 
in maintenance of grain. 
















CORN AND FEED GRAIN LEGISLATION 


Mr. Marsuauu. Now, as I understood you yesterday when we 

were having a little discussion here, Mr. McLain, I gained the im- 
: pression that you are satisfied with the corn and feed grain legislation 
that you have? 






















: Mr. McLarn. I did not aim to say that. 

; Mr. Marsuatu. I am sorry if I misunderstood. 

, Mr. McLain. We asked that the minimum not be at 65, that it 
E be not over 60. I think with that exception and with an expansion 
° of the conservation reserve which we have asked for this year that 
‘ this is all currently requested in this area. 

P Mr. Marsuaui. When the Secretary was before us last year we 
; questioned him concerning this and he said at that time that he was 
- satisfied with the legislation. 


I wonder if you are making any recommendations for any change? 

Mr. McLain. I think the Secretary, and the record would show 
this, indicated that even though this was not exactly what he wanted 
and it did not go as far as he wanted, he thought it unwise to ask for 
further change at that time and I am sure he would tell you this 
tomorrow if you would ask him—other than the expansion of the 
conservation reserve. 

Mr. MarsHa.u. In 1959, the first year the Secretary's program on 
corn was in effect, the production of corn increased to nearly 4,003 
million bushels of corn. That broke all previous records by more than 
a half a million bushels 
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CCC TAKEOVER OF CORN 


How much of the increased corn production do you expect to wind 
up with in CCC inventory? 

Mr. McLain. This, no one today can tell accurately. We have 
been making some projections on this because obviously it makes a 
difference in our takeover. 

I think, Mr. Palmby, that our best estimate today would be some- 
where between 3 and probably 450 million, would it not? 

Mr. Pansy. And it is a rotten estimate. Yes, sir; this is right. 

Mr. McLain. We are not tak ing 1 early as much under pric e support 
as we anticipated. I think it is acai se a lot of corn is being fed. 

Mr. MarsHauu. | understand also in some areas the high moisture 
content of corn made it ineligible. 

Mr. McLain. That is right, 










and it does not vo as far. 
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Mir. MarsHati. However, that does have a present effect on the 
market. It might mean some other corn might bring more. 

Mr. McLatrn. I think we have not taken as much under price sup- 
port as we thought we would. 

Mr. Brercer. Up to date. 

Mr. McLarty. Up to date, that is right. 

We have taken less of the other feed grains because the production 
of them was off considerably. 

Mr. MarsHatu. What is your feeling concerning 1960 corn? I 
understand someone estimated a production of 5 billion bushels of 
corn this year. 

Mr. McLarty. I guess you are quoting Wayne Darrow who indi- 
cated I said that. Wayne is a pretty intelligent fellow but sometimes 
he does not report things accurately. I did not say that. I think 
the safest thing to do on this would be to await our intentions-to-plant 
report which would be available within the next several days. 

I do not think anybody knows at this time. Certainly, we do not. 

Mr. MarsHa... It is true, however, that at the present time most 
expectations are for at least as large an acreage if not larger? 

Mr. McLarty. I would not disagree with that. 


ACREAGE ON OTHER COMMODITIES 


[ think there will be more bean acreage. The old acreage is rapidly 
going down because of the use of more fertilizer and more continuous 
rotation in many areas. I think the soybean acreage will go up but 
we cannot tell as to the other. 

Mr. MARSHALL. I was quite disappointed to see in my own State 
that quite a lot of acreage came out of alfalfa and hay, we had ap- 
proximately 85,867 acres less was the crop report. What would be 
the picture nationwide? Can you furnish that for the record? 

Mr. McLain. For 1959, yes, we can furnish that. 

(The information requested follows:) 




















| 
| 1958 1959 
| 
| Acreage |Production| Acreage | Production 
(thousand | (thousand | (thousand | (thousand 
acres) tons) acres) tons) 
| | 
Minnesota: | 
Alfalfa and alfalfa mix for hay............-......... 2, 253 4, 957 2, 230 4, 906 
ST eR oc hdlpikwubddena>nadeddbebunbabkenadea gam 3, 505 6, 663 8, 382 6, 403 
United States: | 
Alfalfa and alfalfa mix for hay...................... | 29, 864 | 67, 247 28, 740 64, 739 
PES Es cdianel dindbns cha ckconabasabaknbatasadancs | 73, 004 | 121, 819 69, 404 112, 764 
' 





Source: Crop production, 1959 annual summary (AMS). 


Mr. Marsuaty. I think it is unfortunate that we are going in that 
direction if we are nationwide, if the Nation shows the same trend 
that Minnesota did. 

Mr. McLarn. It varies by State but we will be glad to furnish it 
for the record. 

COST OF TAKEOVER OF CORN 


Mr. Marsuaty. How much do you estimate it will cost you per 
bushel in storage, transportation, and interest charges for each bushel 





© itm 2 mime 


a 
- 
ad 
* 
> 
c 


Af 


TRULIA Ae 


548 


of corn taken over the 1959 crop at the support price of $1.12 before 
you finally dispose of it? 

Mr. McLain. We cannot answer this until we get the new rate 
established with accuracy. That will not be finally arrived at befo. » 
a little ahead of July 1. The other part of it of course would be pure 
guesswork. We have until May 31 for farmers to put corn under 
present support. 

This would be a pure guess, Mr. Marshall, which we do not have 
all the fact to guess on. I think this would be quite risky for us to 
guess On. 

Mr. MarsHatu. You estimated last year that it would be $1.52 in 
response to an inquiry made by my colleague. I wondered how that 
would compare? 

Mr. McLain. I think it would be less with the level of support 
down. Are you talking on a bushel basis or the total dollar basis, 
these are two different things. But we will be glad to indicate how 
near we came to this figure a year ago but I think there is so much 
uncertainly because of the soft corn, not knowing how much we are 
going to take under support and not knowing what our new UGSA 
rates are going to be for another 60 days; that this would be purely 
speculative and not very valuable. 

Mr. MarsHatu. For my purposes I am trying to get a comparison 
with the $1.52 figure and as good information as you can supply 
would be appreciated. 

Mr. McLain. Well, the trend I think would be helpful, would it 
not? 

(The information requested follows :) 

CSS budget estimates prepared in November 1959 indicated that the CCC 
inventory of 1958-crop corn as of June 30, 1960, would have a cost value of $1.55 
per bushel. Similar estimates prepared this fiscal year with respect to 1959-crop 


corn indicate a cost value of $1.33 per bushel for the quantity of 1959-crop corn 
acquired into inventory by CCC as of June 30, 1961. 


REDUCING PRODUCTION THROUGH THE CONSERVATION RESERVE 


Mr. MarsHauu. Do you propose to take any action either through 
the use of your existing authority or by requesting additional authority 
to try to reduce the production of corn from the 1959 crop? 

Mr. McLain. We have already, as I have indicated, requested that 
the conservation reserve program be expanded up to 60 million acres 
which would go a long way to do this. 

Mr. MarsHa.v. I noticed in your statement that you estimated 
your production of corn from conservation reserve acres would be 500 
and some million bushels. 

Mr. McLarn. I think this was all grains. Well, in my statement 
it was covered on an all grains, was it not? 

Here is what you are referring to, Mr. Marshall, I think in the 
next-to-the-last paragraph: It is estimated that the production of 
wheat and feed grains is being reduced by at least a half a billion 
bushels annually under this program. I think that is what you were 
looking at. 

Mr. MarsHatu. What yield did you use in determining those 
figures? How did you arrive at that? 

Mr. McLain. Mr. Hamilton, do you want to comment on that? 
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Mr. Hamitton. The yields used were adjusted to the areas from 
which the corn acreage came. We attempted to be conservative be- 
cause some of this corn acreage was located in low-producing areas. 

Mr. MarsHauu. In your State of Wisconsin, have you had a county 
in Wisconsin that you put land in the soil bank, did you take the 
county area yield, that the way you arrived at it? 

Mr. Hamiuton. No, we did not. We adjusted for where the land 
was located and the type of land that was coming into our program. 
For instance in some of the marginal corn areas, the production was 
considerably below corn yields m better corn-producing areas. 

Mr. MarsHauu. What would have been the national average yield 
of corn that you used, that it. would have figured out to? 

Mr. Hamiiton. I cannot give you that but we can supply it for the 
record. 

Mr. Marswautyi. Would you, please? 

Mr. Haminton. Yes, sir. 

(The information requested follows:) 

The estimated yield for land formerly devoted to eorn is 40 bushels per acre 
for land in the 1960 conservation reserve eompared with 51.5 bushels estimated 
by the Department for all eorn harvested in 1959 and 47.3 bushels for the 1955-59 
5-year average yield of all corn. 
























USE OF COMMERCIAL STORAGE 





Mr. MarsHa.tui. We have heard numerous reports that the com- 
mercial storage industry in many places is already expanded to three 
or four times as great a capacity as would be needed if it were not 
for the tremendous grain inventories. It has also been said that it 
is the policy of the Department of Agriculture to automatically use 
newly constructed private facilities for takeover grain in preference to 
existing Government-owned facilities regardless of whether there was 
any need for that in the area or not. Are these reports correct? 

Mr. Bercer. That is true. We have not made any distinction. 
We take into consideratlon all elevators in the same way. 

Mr. McLain. | think it also ought to be said Mr. Marshall that 
when grain comes from the farm we let the producer select where he 
takes the grain to the extent that he can because normally he would 
like to take it to the fellow that he normally did business with. 

Mr. MarsnHa.u. It seems a little strange that the taxpayer should 
be called upon to pay for this storage in a newly constructed private 
facility when there is already plenty of space in the Government 
elevator. 

Mr. McLain. This I am sure you got from Mr. Naughton and this 
is an inaccurate statement. Because we do not guarantee anybody 
we will pay for his storage and there are many facilities standing 
empty or partially empty today and to come to the conclusion because 
somebody builds a warehouse that we are paying for it is just com- 
pletely inaccurate. 

Mr. MarsHauu. The testimony before the Fountain subcommittee 
disclosed that a Kansas firm rented some surplus military buildings 
for around $29,000 and received close to $2 million during the same 
period for storage fees for wheat stored in these buildings for CCC. 
Did the Department make any effort to look into this situation in 
order to save money for the taxpayer? 
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Mr. Pansy. I think this leasing figure of $29,000 is correct. The 
$2 million that he earned is over a longer period of time, however. 
And there are many cost items in this house that are not reflected in 
the Fountain Committee hearings; just making one typical statement 
about it is that if he had not been successful in keeping grain in his 
house beyond the first 12-month period he would have lost a great 
deal of money. 

What I am saying is it took a great deal of private capital to re- 
habilitate this unit to store grain. If the grain was emptied out 
today—this is what I meant before when I said the warehouseman does 
not know how he will come out—if the grain was emptied out of that 
house today I am not so sure how he would come out and he does 
not know either. This means this is just part of the picture. 

In the Fountain committee hearings it was further asked did the 
Government consider using this Government facility itself and storing 
its own grain. Yes, it has been considered and we have had some 
history on this of using some facilities. We had a couple in Minnesota, 
I think we had a hemp plant in Watseca. We had a pretty sorry 
experience with it and so a couple of years ago it was decided in the 
Department we would rather apply the uniform grain agreement if 
it met our specifications of load in and load out and we thought he 
was reasonably capable of keeping our grain and not going bankrupt 
that we would rather contract for this risk rather than keep it in the 
unit itself. 

It certainly would not be fair to say that is the lease figure. In 
other words, the rent paid by Mr. Morrison is just an incidental figure 
to the total cost of what he entered into, We are still compiling some 
figures on this particular house for the Fountain committee. 

Mr. McLain. Mr. Marshall, may I say one other thing. In all 
this discussion today of what has taken place before Mr. Fountain’s 
committee, and Mr. Fountain tries to be objective, I think you ought 
to get into the record and not forget to mention the fact that we are 
obligated under statute to furnish a place for farmers to put this 
grain. 

If they want to put it in the warehouse after we take it over we have 
to furnish a place to put it. A loan is no good to a farmer unless he 
has a place to put it. In the 7 years I have been here we have ex- 
perienced instances where farmers have been on the verge of dumping 
their grain on the ground. This is why we bought bins in an emer- 
gency; this is why we used the facilities on the ships. But I think 
no one can say that at any time during the last 7 years that we bave 
not fulfilled our obligation which is paramount, namely that farmers 
have had a place to put their grain and get a loan on it, 

We were on the verge of not having it many times. Now we are 
over the hump in my judgment and that is why we are looking with a 
jaundiced eye at these rates because we think they ought to turn 
down now that the problem is solved. This is going to hurt some 
people I am sure because you can cite these individual instances here 
on the basis of a full house and you cite the same instances on the 
basis of a quarter being full and this fellow will be bankrupt. And I 
am sure there will be some Members of Congress, they have already 
done this to me, urged me not to empty these houses because they 
say they know of houses that will be bankrupt. Let us look at the 
whole picture. 











The 
vever. 
ted in 
»ment 
in his 

great 


tO Te- 
1 out 
1 does 
that 
does 


d the 
oring 
some 
sOota, 
Sorry 
n the 
nt if 
ht he 
Tupt 
n the 


Th 
igure 
some 


n all 
ain’s 
ught 
e are 

this 


have 
3s he 
> eX- 
ping 
mer- 
hink 
ave 
ners 


are 
tha 
burn 
ome 
here 

the 
id I 
ady 
hey 
the 


551 


We have done the job without criticism from either side of the aisle 
from anybody and this is a part of the thing that cannot be neglected 
when you look at the whole picture. 

Mr. MarsHauu. As far as I am concerned, speaking for myself, no 
other member of this subcommittee, I am greatly disturbed when I 
see the cost that we have in connection with the farm program, with 
the storage program and CCC operations, and I am even more con- 
cerned at this time than I normally would be because I have seen a 
number of attempts made to charge this cost to the farmer as a cost 
to his farm program. There are people who are using this to try to 
destroy the Commodity Credit Corporation and to me the Com- 
modity Credit Corporation has been a great asset to farmer people in 
assuring them a price for their commodity. It would be a iuigeoas 
thing in my mind if we were to repeal the Commodity Credit before 
we passed oxidative to replace it. And I am fearful that somebody 
with shortsightedness might arrive at this conclusion. So I think it 
behooves us not only in the administration of the program but also 
up here in Congress to try to provide some way of making our pro- 
grams work more economically and effectively. 

Mr. McLain. We are in complete accord with that. 


EVAPORATED MILK MARKET 


Mr. MarsHauyu. Mr. Chairman, as you will recall, I have had quite 
a little concern over the loss of our evaporated milk market in the 
Philippines. 

I would like to request at this point that the following information 
which was printed in our hearings during the 1960 appropriation bill 
be printed, and also, a letter to Hon. John 8S. Cooper on December 23, 
1958. I would also like to have printed and also incorporated in the 
record the printed information which was supplied to us by our in- 
vestigative staff. 

During the first session of the 86th Congress I introduced bill H.R. 
7146. I would like to have that incorporated in the record at this 
point and also a brief outline of the legislative processes in connection 
with the bill. 

Mr. Wuirtren. Unless there is objection the material requested 
will be put in the record at this point. 

(The material referred to follows:) 


(Pp. 2558-2559) 
EVAPORATED MILK 


Mr. MarsHaAuu. Thank you. 

There is also another item in which I am somewhat interested, and that is this 
matter of evaporated milk. 

We have been purchasing dried milk, we have been purchasing butter, and we 
have been purchasing other dairy commodities. 

Mr. PAARLBERG. Yes, sir. 

Mr. MarsHa.u. And we have been disposing of those commodities through the 
Commodity Credit Corporation. 

I believe there was mention made here the other day about the situation in the 
Philippine Islands. As I understand it, the United States has been a country 
that has been the supplier of evaporated milk to the Phillippines traditionally. 

Mr. PAARLBERG. At least for some years it has had that distinction. 

Mr. MarsnHau.. I believe that I am right in saying this, Dr. Paarlberg, that in 
1957, over 1956, that the Netherlands increased their exportation of evaporated 
milk for the Philippines by something like 60 percent. 
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Are you familiar with the figure as to how much it is? 
Mr. PAARLBERG. I know there has been a considerable increase. I am not 
sure of the figures. 

Mr. MarsHa.u. Now as to the reason for it. There is only one reason why 
the Netherlands are supplying evaporated milk to the Phillippines. That is 
because they have been able to sell it for a lesser figure than our exporters have 
been able to sell our milk. 

Mr. PAaaRLBERG. I think that is true. 

I think our quality is quite acceptable. It is a matter of price. 

Mr. Marsua tw. In fact, the exportation of evaporated milk from the United 
States to the Philippines has been carried on traditionally. The Philippines 
have been very well satisfied with the quality of American milk. 

You do not know of any objection there; do you? 

Mr. PAARLBERG. I do not know of any objection to the quelity. 

Mr. MarsHauit. Now I have a question in connection with this evaporated. 
milk exportation. 

Since our exporters of evaporated milk are losing their market to the Nether- 
lands, why should we not, as a country, help the Department of Agriculture 
keep that market there? 

Mr. PAARLBERG. Well, we have been struggling with this problem. Thus 
far we have not put an export subsidy on evaporated milk into operation. There 
are a number of considerations that have caused us to take what is now our position, 

Evaporated milk is a manufactured product. We are now subsidizing the 
export of some manufactured agricultural products. We are reluctant to take 
additional steps in this direction because we do not know where we would draw 
the line if we would move further into this area. 

For example, if we did subsidize the export of evaporated milk, then some 
body might come along and ask, “‘Why do you not subsidize the export of crackers, 
made from wheat?’ Or they might ask: “Why do you not subsidize the export 
of cigarettes made from tobacco?’’ 

We have been concerned about the precedent that we would establish if we 
were to take this step. 

I think that is one of the important things that has thus far deterred us from 
providing the kind of help that you indicated. 
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DEPARTMENT OF AGRICULTURE, 
Washington, D.C., December 28, 19658. 





Hon. Joun S. Cooper, 
U.S. Senate. 


Dear Senator Cooper: This is in further reply to your letter of August 23 
suggesting that the present export price assistance now applicable to butter and 
nonfat dry milk be extended to dry whole milk and evaporated milk to prevent 
further losses in dollar export sales and to reduce the cost of the dairy price 
support program. 

You suggested that the Senate Committee on Agriculture may have been re- 
luctant to report a bill (S. 4013) for which statutory authority already exists 
for extending export price assistance to all dairy products. It may be noted 
in this connection that, in order to support prices of milk and butterfat, the 
Department has accepted all offers to sell butter, Cheddar cheese and nonfat 
dry milk meeting its specifications. The Department also has offered these 
supplies for sale in the domestic market at prices above its buying prices and for 
export at reduced prices. 

The Department has no supply of evaporated milk or dry whole milk as the 
Department has not found it advisable to buy these products for the purpose of 
supporting the price of milk and butterfat. Further, manufacturers have op- 
posed unlimited buying and selling of evaporated milk and dry whole milk in 
labeled consumer packages because they have not wanted the Department to ac- 
cumulate inventories of such products which it might sell to their competitors. 

Aside from the authority to support prices, Commodity Credit Corporation 
has charter authority ‘‘to export or cause to be exported, or aid in the develop- 
ment of foreign markets for agricultural commodities.’”’ The use of this author- 
ity or the authority of section 32 (7 U.S.C. 612c) to encourage exportation through 
an export payment apparently would have to be justified by the desirability of 
encouraging and developing foreign markets for dairy products. 

Developments in the dairy exporting and importing countries indicate that the 
prospects for developing or maintaining U.S. exports of dairy products, even on 
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a subsidized basis, have eontinued to decrease. The major obstacles include: 
Increased foreign dairy production; decreased foreign dairy products prices 
without corresponding decreases in CCC export sales prices; competition, in- 
cluding subsidized exports, from exporting countries; foreign import restrictions 
and unwillingness of foreign importing countries to allocate dollars for dairy 
produets; lack of buying power in other potential foreign markets; and develop- 
ment of ‘‘filled evaporated milk” in the Philippines. 

Dairy production increased in 1957 in 18 principal producing countries, in- 
cluding most of Europe which is a major consuming area. There has been a 
further increase in production in 1958, This has resulted in sharp declines 
in foreign market prices of dairy products. It also has resulted in more extensive 
controls of exports and imports by forefgn governments, lowering of support levels 
and other emergency measures aimed at restricting production and supplies. 

European countries at the present time are not a prospective market for U.S. 
dairy products, even at competitive prices, because of their unwillingness to 
allocate dollars for U.S. products, and the large European and other supplies 
available. 

U.S. commercial exports of dairy products historically have been mainly 
evaporated milk and dry whole milk, largely by a few companies under their 
brand labels. Such exports have been equivalent to less than 1 percent of total 
milk production. 

Three-fourths of our exports of evaporated milk have been to the Philippines, 
with most of the remainder to Mexico and Cuba. U.S. exports of evaporated 
milk held up well through 1957 without Government price assistance other than 
sales for foreign currency. U.S. exports to the Philippines were assisted ma- 
terially in 1956 and 1957 through financing under the section 402 ICA program. 
In each of those years, more than 50 percent of such U.S, exports were financed 
under section 402. U.S. exports of evaporated milk have declined in 1958, due 
mainly to a decrease in exports to the Philippines. This has resulted from its 
displacement by evaporated filled milk rather than from loss of market to foreign 
supplies. Exports of evaporated milk from Netherlands, which is the other 
principal exporter, to the Philippines also have decreased. The evaporated 
filled milk is being produced with the encouragement of the Philippine Saeere- 
ment, from local coconut oil and nonfat dry milk from the United States. It is 
being produeed and actively promoted in the Philippines by Consolidated Dairy 
Produets Co., which is the marketing organization of a west coast cooperative, 
and also by an affiliate of Carnation Co. There undoubtedly will be further 
displacement of evaporated milk by the substitute product. However, there 
probably will continue to be some market for evaporated milk for infant feeding 
in the Philippines. 

Evaporated milk exports to other countries have varied. They have increased 
to some countries and decreased to others in 1958. 

Four-fifths of the U.S. exports of dry whole milk have gone to Venezuela. 
Exports held up fairly well through 1957 but have declined in 1958, due mainly 
to reduced exports to Venezuela. This apparently has resulted from increased 
exports to Venezuela from other countries and from increased production of 
dry whole milk in Venezuela. The Venezuela Government is encouraging de- 
velopment of its dairy industry and is financing the construction of additional 
milk drying plants in that country, Minor exports to numerous other countries, 
mostly in the Western Hemisphere, have varied, Exports to some countries 
have increased while exports to others have decreased in 1958. 

There is considerable uncertainty as to probable future trends in U.S. exports 
of evaportated milk and dry whole milk with and without export subsidies, It 
is doubtful that subsidies would prevent further decreases, especially in exports 
of evaporated milk. Such subsidies probably would slow up the decreases at least 
temporarily. An important question is whether subsidizing exports of evapor- 
ated milk and dry whole milk would inerease or decrease the total cost to the 
Government of the price support and export programs, It is estimated that the 
cost of subsidizing total exports of these products would approximate the cost of 
buying quantities of butter and nonfat dry milk equivalent to about one-third of 
the total evaporated milk and dry whole milk exports. Thus the cost to the 
Government would be reduced only if exports without subsidies would be less 
than about two-thirds of exports with subsidies. This appears doubtful. There- 
fore, after further studying the situation, the Department concludes that it would 
not be advisable to subsidize exports of evaporated milk and dry whole milk. 

Sincerely yours, 
True D, Morssg, Under Secretary. 
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Historically, the Philippine Republic has been one of the world’s largest buyers 
of canned milk, principally evaporated milk, and the largest supplier has been the 
United States. The following table indicates the proportion of Philippine im- 
ports of evaporated milk supplied by the United States: 





Evaporated milk: Philippine imports, total, and United States, 1953-58 




















} Imports | 
U.S. share 
Year | | of imports 
| Total From the (percent) 
| (cases)! |United States| 
(cases) ! 
| 
1953... wae ee rare © BS A ee Or | 2,238,000 | 1, 800.000 80 
I a Ne oe eked noeemeeciewant 2, 678. 000 | 2, 172, 000 81 
WO States. cs eis i a dacensbennensaons | 3,372,000} 2,503,000 74 
a a ras Bae oe es 3, 814, 000 | 2, 842, 000 7 
ET hn iidie ine etn ident dettnedieeiaaaianeedebumnvnneniisaiil | 3. 850, 000 2, 828, 000 7 


eee aah aime mbemees ab kina aah as aan Smee ane ! 2, 428, 000 | 2, 296, 000 95 





1 48 cans (1444 ounces). 





The U.S. share, although rising percentagewise in 1958 to 95 percent, decreased 
eats in absolute quantities from 2,828,000 cases in 1957 to 2,296,000 
cases in 1958. The total market for unsweetened canned milk and canned filled 
milk in the Philippines appears to be growing as shown in the following table. 
This table shows estimated imports of evaporated milk, estimated production of 
canned filled milk, and estimated total disappearance of both products in the 
Philippines from 1953 through 1958, with highly tentative estimates for 1959, 
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Philippine Republic: Estimated disappearance of imported evaporated milk and 
domestically produced canned filled milk, 1953-58, tentative estimates, 1959 
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Disappearance Proportions 











S Total Evaporated | Canned Evaporated} Canned 
(cases milk | filled milk ! milk filled milk 
a (cases) (cases) (percent) (percent) 
; i etare Saeene eeaan 2 a . — 
| | | | 
< 1953..... ; 2,238,000 | 2, 238, 000 ee 100 |.-- i 
c | | areas i ge 2, 678, 000 Ee go a 100 |- é 
i il coica eh dein eedi etree en eata nah 3, 372, 000 3, 372, 000 ; ‘ ened 100 | : 
= 1956 _ _ - 3, 814, 000 | Re Ec ccs 100 | ‘ 
S Piha tdiitinnal aoe ossebexesandckascse 4, 150, 000 | 3, 850, 000 300, 000 | ¥3 7 
“4 SERENE eee See 4, 228, 000 2, 428, 000 1, 800, 000 57 43 
- Saree 4, 500, 000 1, 200, 000 3, 300, 000 32 68 


1 Based on unofficial trade estimates. 
2 Estimated. 


The marketing of a canned filled milk in the Philippines began in the fall of 
1957 and has increased rapidly since. 

The Foreign Agricultural Service (FAS) sent a representative to the Philippines 
to make a study of the use of nonfat dry milk in the manufacture of a filled milk 
and the findings were published in a circular on June 26, 1959. Pertinent portions 
of the findings are set forth below: 

“Canned filled milk, as produced in the Philippines, is made by combining 
refined coconut oil with reconstituted nonfat dry milk with an end product 
composed of 6 percent fat and 20 percent nonfat solids. The total solids per- 
centage, 26, is nearly identical with that of evaporated milk, which usually 
contains 7.8 or 7.9 percent milk fat and about 18 percent nonfat solids. It has 
not been found possible to make a canned filled milk with coconut oil having 4 
oe fat content than 6 percent without experiencing undesirable fat separation 
in the can. 

“This canned filled milk, made from coconut oil and nonfat dry milk, has been 
rapidly displacing U.S. evaporated milk in the Philippine Islands. The new 
product is currently being made in two plants, which began operations on the same 
day (in the fall of 1957). A third plant, under construction, is expected to begin 
operations in the early fall (1959). 
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“The combined capacity of the plants producing filled milk is, or soon will be, 
great enough to supply the total needs of the Philippine market for unsweetened 
canned milk and a substantial proportion of the needs for sweetened canned milk. 
Whether this will occur depends upon the consumer desire for established brands 
of canned milk, and the recognized superiority of evaporated milk in infant 
feeding. These two factors may result in an indefinite continuance of an import 
demand (for evaporated milk) at a sharply reduced level. 

“After 1960, imports of evaporated milk may be no more than 10 to 15 percent 
of the annual average for 1953-57 (approximately 135 million pounds). While 
U.S. brands may constitute nearly all of this total, this small volume will never- 
theless mean a drastic shrinkage in total U.S. exports of evaporated milk. 

“Indications point to development in the near future of a Philippine export 
interest in canned, unsweetened, and sweetened filled milk, after the domestic 
market has been fully supplied. The development of this new industry has had 
vigorous support from the Philippine Government in its drive to expand domestic 
industrial output, reduce needs for foreign exchange for imports and where 
possible, increase earnings of foreign exchange through increased exports. 

“There are potential export markets in nearby Asian countries which tradi- 
tionally have been large buyers of sweetened and unsweetened canned milk. 
Total exports of canned milk, chiefly sweetened condensed milk, to countries 
within easy shipping distance of Manila were approximately 375 million pounds 
in 1957. There are various restrictions on either or both the import and sale of 
canned vegetable-fat-filled milk in many of these countries; however, the wide- 
spread availability of indigenous vegetable fat in this area makes it uncertain how 
long it will be before there is a substantial weakening of these restrictions. 

“Vigorous promotion and merchandising programs accompanied the introduc- 
tion of the new product, and there has been vigorous sales promotion in the highly 
highly suecessful introduction of the product. Market penetration at first was 
confined to nearby urban areas, but soon rapidly expanded. In a short period, if 
not already, canned filled milk will be a common article everywhere in the islands 
where commercial sale of food is feasible.’’ 

The CCC, under its current policy of price supports, stands ready to buy nonfat 
dry milk powder at the support price and sell it for export at approximately 8 cents 
per pound below the price paid. Nonfat dry milk purchases are made solely for 
price support and sales thereof are offered for export at prices competitive with 
world markets; hence the price differential of 8 cents per pound. This ‘‘subsidy’’ 
prevails on all exports, whether they be for free dollars, foreign currencies or some 
other export program. The export price is set at 8 cents lower than the domestic 
price by the USDA in order to be competitive in the world markets with nonfat 
dry milk produced in other dairy surplus countries. There is no comparable 
two-price system for evaporated milk since the CCC has no price support pro- 
gram on this commodity. Aside from any other consideration the filled milk 
product made from the nonfat dry milk begins with an 8-cent per pound of powder 
content advantage over evaporated milk. 

The table below shows the U.S. exports of nonfat dry milk and evaporated milk 
to the Philippines during the years 1956-59 taken from FAS Circular FD 13-59, 
dated August 5, 1959: 


Exports to the Philippines, dry milk and evaporated milk 





| 1956 (1,000 1957 (1,000 1958 (1,000 9 months 
pounds) | pounds) | pounds) | 1959 (1,000 
| pounds) 
ae ea pa a bis eae ees as anes tpiswdeghndlbe: creed 
Total exports: | 
Nonfat dry milk_....-_-_-- ya 12, 825 25, 600 | 48, 510 | 47,71 
Evaporated milk.........- pet iad 123, 644 123, 008 92, 952 38, 100 
Exports under Government programs: | | 
PUAMREUNG GAO URI ig Ci aes chiainnd o epeninlas 8, 703 | 17, 739 45, 217 | (1) 
Evaporated milk.._._-_--- , 78, 144 95, 008 | 13, 415 (') 
i 


| Not available, 


The foregoing table indicates the rapid growth of exports of nonfat dry milk 
in total and under Government programs while exports of evaporated milk have 
been declining, particularly those exports under Government programs. Sub- 
stantial quantities of the nonfat dry milk were made up of donations. 
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To assist in a better understanding of the overall objectives of the USDA in 
its nonfat dry milk acquisitions and dispositions the following information is 
pertinent. 

In connection with its price support program, as required by the Agricultural 
Act of 1949, the USDA has purchased approximately 5.5 billion pounds of nonfat 
dry milk since 1953. 

Extensive distribution channels were required to alleviate spoilage and storage 
problems and to reduce expense in handling this tremendous quantity. Sales 
for domestic use and for export prices competitive with world markets fell far 
short of being sufficient to move the quantities purchased. At one time, the 
uncommitted stocks of nonfat dry milk totaled 600 million pounds. 

Ot the 5.5 billion pounds purchased, 700 million pounds have been donated 
for domestic school lunch, welfare and charitable institutional use; 3.5 billion 
pounds have gone to feed people abroad under the USDA donation operation, 
under International Cooperation Administration (ICA) famine and emergency 
relief programs, and through noncommercial sales at nominal return. Thus a 
total of about 75 percent has been donated for foreign or domestic use. Of the 
other 25 percent, or 1.3 billion pounds, about 555 million pounds have been sold 
under various export programs, including dollar sales, sales for foreign currency, 
or exchange through barter, and about 745 million pounds have been sold for feed 
use in order to work off huge inventory accumulations or to move deteriorated 
stocks. Thus it can be seen that the USDA has moved the greatest volume of 
this product by donating it. 

The staff was informed by USDA that the Philippine Government has for 
several years been interested in and pushing development of a filled milk by com- 
bining a nonfat dry milk powder and refined coconut oil thus fostering growth of 
a national industry and removing pressure from its exchange position. Two 
ylants began operations on the same day in the fall of 1957. One is the Liberty 
Milk Co. owned by the General Milk Co. which in turn is a subsidiary of Carna- 
tion Co. and Pet Milk Co. The other is Darigold owned 51 percent by Consoli- 
dated Dairy Products Co. and 49 percent by local interests. Consolidated is a 
wholly owned sales agency of United Dairymen’s Association of Seattle, Wash. 

The USDA advised there was an agreement with the Philippine Government 
signed June 25, 1957, whereby nonfat dry milk was sold to the Philippines for 
its local currency in the total amount of $1.7 million. This agreement has been 
fulfilled, last deliveries having been made thereunder in November 1958. Since 
then a new agreement is in the process of negotiation with the Philippine Gov- 
ernment to sell surplus commodities for foreign currency but the agreement has 
not been finalized. In early negotiation of this agreement it contained nonfat 
dry milk as one of the commodities to be sold; however, it required the Philip- 
pines to import stipulated quantities of evaporated milk. It has been necessary 
to delete nonfat dry milk from the proposed agreement since there is an insuffi- 
cient quantity of this commodity available for such commitment. On October 
13, 1959, the USDA halted movement of Government-owned nonfat dry milk 
into all distribution channels except for domestic unrestricted sales. The USDA 
was foreed to take this action because of a very low CCC inventory level, and 
reduced amounts being received under price support operations. All export sales 
of CCC stocks including those for dollars and under Public Law 480 were stopped. 

USDA considers that the Philippine market for evaporated milk will level off 
at a small fraction of prior exports. This has been brought about by the wide- 
spread and successful use of fluid milk made from nonfat dry milk and coconut 
oil. It is the official position of USDA that exports of nonfat dry milk by this 
country had little to do with this change since the powder is readily available 
from competitive countries producing dairy product surpluses. Therefore to in 
any way interfere with such exports would not only fail to recapture the evapo- 
rated milk market but would lose the nonfat dry milk market. 

This matter was heard before the Committee on Agriculture, House of Repre- 
sentatives, on July 27, 1959, in connection with the extension of Public Law 480 
and the proposed amendment thereto, H.R. 7146. This amendment, according 
to its sponsor, Representative Fred Marshall, Minnesota, would accomplish 
among other things, the following: 

(1) Prohibit sale or disposal, either under Public Law 480 or with the assistance 
of the Secretary of Agriculture under any other act, of dairy products for use 
outside the United States for manufacturing filled milk products. 

(2) Specify that the Secretary of Agriculture may pay subsidies on dairy 
products other than those purchased under price support. 
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Further hearings on this so-called Marshall amendment were held before the 
Subcommittee on Dairy and Poultry of the Committee on Agriculture, House of 
Representatives, on August 3, 1959. From these hearings it is clear that the 
dairy industry was divided on the question of prohibiting the export of nonfat 
dry milk for use in manufacturing a fluid milk. Some expressed the desire to 
secure a subsidy for evaporated milk exports so it could compete with the filled 
milk. USDA opposed enactment of this amendment, stating it would result in 
the reduction, rather than the expansion of exports of U.S. dairy products, since 
by denying this product to some markets it would only benefit other dairy export- 
ing countries supplying nonfat dry milk. 

The Committee on Agriculture in its report on the extension and amendment 
of Public Law 480 had this to say about the proposed Marshall amendment, 
H.R. 7146: 

“While the operations complained of (sale of nonfat dry milk to be used in 
manufacture of a filled milk product) are not prohibited by law, it is repugnant 
to the whole intent and purpose of Public Law 480 that commodities exported to 
another country under the subsidies provided in title I should be used in such 
country in such a manner as to compete with and reduce exports from the United 
States to the same country of similar commodities on a commercial basis. The 
committee believes it is the clear intent of the law that the Department of Agri- 
culture in making its ‘usual marketings’ determinations (which are used as a guide 
in determining eligibility of a country to receive products under title I) the ‘usual 
marketings’ not only of the particular products (in this case nonfat dry milk) but 
of similar or related products (such as evaporated whole milk) should be taken 
into consideration. 

“While the committee did not include this bill in its amendments to Publie 
Law 480, it is in full accord with the objectives of the proposal and has omitted it 
because it believes this reminder to the Department will accomplish the purpose.”’ 

Another factor further co™plicates the prospects for sale of evaporated milk in 
the Philippines. USDA advised that recently the Philippine Government passed 
a 25 percent import tax on those imported commodities which compete with 
domestic production. At the present time an administrative interpretation of 
this law holds that evaporated milk is not in competition with the locally produced 
filled milk and evaporated milk is therefore, temporarily at least, exempt from 
this tax. 

During the Ist session of the 86th Congress, I introduced a bill numbered 
H.R. 7146 designed to amend the Agricultural Trade Development and Assistance 
Act of 1954, Publie Law 480, by adding at the end thereof a new section which 
would have provided, among other things, that— 

“Sec. 306 (a) No dairy commodity produced in the United States shall be sold 
or disposed of pursuant to this Aet, or with the assistance of the Secretary of 
Agriculture under any other Act, for use outside the United States for the manu- 
facturing, blending, or compounding of filled milk or filled cheese. 

ae * * * * * * 


“(d) No dairy commodity produced in the United States shall be sold or dis- 
posed of pursuant to this Act, or with the assistance of the Secretary of Agriculture 
under any other Act, if the Secretary finds that such sale or disposition will have 
the effect of disrupting or displacing any usual marketings of, or any normal 
patterns of commercial trade in, any dairy commodity produced in the United 
States. 

60 * * * ” * *? 

While H.R. 7146 was not included among the amendments to Public Law 480 
approved by the House Committee on Agriculture, Report No. 908 of that 
committee dated August 15, 1959, and committed to the Committee of the Whole 
House on the State of the Union, stated, among other things, that— 

* * * * *” * * 


“Testimony indicated that nonfat dry milk exported under Public Law 480 
has been used in the recipient country for the manufacture of filled milk, movement 
of which in interstate commerce is prohibited in the United States, which has in 
turn been manufactured into an evaporated filled milk product sold in the re- 
cipient country in competition with evaporated whole milk imported from the 
United States. The condition complained of exists particularly in the Philippines 
where, it was indicated, sales of an evaporated filled milk product have sharply 
reduced imports of evaporated milk from the United States. 

“While the operations complained of are not prohibited by law, it is repugnant 
to the whole intent and purpose of Public Law 480 that commodities exported to 
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another country under the subsidies provided in title I should be used in such 
country in such a manner as to compete with and reduce exports from the United 
States to the same country of similar commodities on a commercial basis. The 
committee believes it is the clear intent of the law that the Department of Agri- 
culture in- making its ‘usual marketings’ determinations (which are used as a 
guide in determining eligibility of a country to receive products under title I) the 
‘usual marketings’ not only of the particular products (in this case. nonfat dry 
milk) but of similar or related products (such as evaporated whole milk) should 
be taken into consideration. 

“While the committee did not include this bill in its amendments to Public 
Law 480, it is in full accord with the objectives of the proposal and has omitted 
it because it believes this reminder to the Department will accomplish the 
purpose.” 

Subsequently, when the Cooley bill (H.R. 8609) seeking to extend and amend 
Public Law 480 came up for debate on the floor of the House on August 19, 1959, 
I asked and was given permission to extend my remarks, during the course of 
which the following colloquy between Congressman W. R. Poage and me took 
place: 

“Mr. MarsHautu. Mr. Chairman, I ask unanimous consent that the time 
allotted to me may be transferred to the gentleman from Missouri [Mr. Jones]. 

“The CHarrRMAN. Without objection, it is so ordered. 

“There was no objection. 

‘““(Mr. Marshall asked and was given permission to extend his remarks at this 
point.) 

“Mr. MarsHaut. Mr. Chairman, you will recall that I introduced a. bill, 
H.R. 7146, which would have added a new section to Public Law 480, which, 
among other things, would have prohibited any dairy commodity produced in the 
United States being sold or disposed of under Public Law 480 for use outside the 
United States for filled milk or filled cheese. 

“My bill also provided that export assistance under any other law could not be 
granted by the Secretary of Agriculture for the purpose of subsidizing the exporta- 
tion of nonfat dry milk to be used in the manufacture of filled milk products 
abroad. 

“First, 1 wish to commend the committee in its report in which it states that the 
operation which my bill sought to correct ‘is repugnant to the whole intent and 
purpose of Public Law 480 that commodities exported to another country under 
the subsidies provided in title I should be used in such country in such a manner 
as to compete with and reduce exports from the United States to the same country 
of similar commodities on a commercial basis.’ 

“Secondly, it is noted that the committee stated that while it did not include 
this bill, H.R. 7146, in its amendments to Public Law 480, ‘it is in full accord with 
the objectives of the proposal and has omitted it because it believes this reminder 
will accomplish the purpose.’ 

“Testimony before the House Committee on Agriculture and the Dairy Sub- 
committee of the House Committee on Agriculture showed that, while the Public 
Law 480 agreement under which the exportations of which we complained in our 
bill, is now concluded, yet exactly the same type of subsidization is being carried 
on under authority of other laws, such as the Agricultural Act of 1949, as amended, 
the Commodity Credit Corporation Charter Act, and the like. 

“T feel that the same considerations in expanding or maintaining export markets 
for U.S. agricultural products under Public Law 480, namely, that the authorities 
of such law should not be used to interfere with commercial export marketings‘of 
similar commodities, should also govern in respect to export subsidization carried 
out under other laws, even though such consideration is not specifically stated in 
the laws. 

“Tt makes no sense to subsidize one commodity at the expense of the regular 
export market of another commodity, irrespective of the authority used to accom- 
plish such exportation. “ 

“‘Now to my question: Does your committee agree that the restrictions as to 
noninterference with regular commercial export markets by subsidies authorized 
pursuant to Public Law 480 should also guide the Department in respect to sub- 
sidization of exports carried out under authority of any other law? 

“Mr. Poace. The committee agrees entirely. Certainly, we intended that our 
surplus commodities should be used to develop, not to destroy American trade, 
and we surely feel that the same goal should be applicable to all of our export 
subsidy programs.”’ 
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Now, Mr. Chairman, in the light of this background, I should like your consent 
to question the witnesses from the Department of Agriculture concerning this 
entire matter, in an effort to determine, among other things, if the above-quoted 
“reminder to the Department’ contained in aforementioned Committee on 
Agriculture Report No. 908 and the admonition contained in the colloquy between 
Congressman Poage and myself, as recorded in the Congressional Record for 
August 19, 1959, have, in fact, ‘‘accomplish[ed] the purpose’? which my bill, 
H.R. 7146, was aimed at—an objective, Mr. Chairman, with which both the 
Committee on Agriculture and the Committee of the Whole House were “‘in full 
accord,’’ as above noted. 

The purport of the questions I have in mind to ask of the witnesses from the 
Department of Agriculture is to make certain, Mr. Chairman, that none of the 
moneys which are appropriated to the Department of Agriculture for fiscal year 
1961 will be utilized either directly or indirectly to subsidize the sale or disposition 
of any dairy commodity produced in the United States pursuant to Publie Law 
480, or with the assistance of the Secretary of Agriculture under any other act, 
for use Outside the United States for the manufacturing, blending, or compounding 
of filled milk or filled cheese, or have the effect of disrupting or displacing any 
usual merketings of, or any normal or commercial trade in, any dairy commodity 
produced in the United States 


MANUFACTURE OF FILLED MILK OUTSIDE THE UNITED STATES 


Mr. Marsua.u. Is subsidized U.S. surplus nonfat dry milk being 
used anywhere outside of the United States in the manufacture of 
“fled milk,’ as defined in the U.S. Filled Milk Act of 1923 as 
amended? 

Mr. McLain. We will consult with the Foreign Agriculture Service 
and furnish the answer. 

(The information referred to follows:) 

It is not definitely known whether any of the nonfat dry milk sold recently by 
the CCC for unrestricted export is being used in the manufacture of filled milk. 
The Department believes, however, that some of the nonfat dry milk which has 
gone to Mexico and the Philippines has been used, in the first case in filled fluid 
milk, and, in the second case, in canned filled milk. 


SUBSIDIZED VEGETABLE OIL USED IN MANUFACTURE OF FILLED MILK 


Mr. MarsuHauu. That will be satisfactory. 

Is any subsidized U.S. supplies vegetable oil being used anywhere 
outside of the United States in the manufacture of U.S. filled milk? 

Mr. McLain. We will have to give you the answer the same way. 
We will be glad to furnish that. 

(The information referred to follows:) 

Vegetable oils in large quantities have been exported from the United States 
through the medium of dollar sales and Public Law 480 sales, but the oil has not 
moved at a subsidized price. 


SHIPPING OF FILLED MILK 


Mr. Marsuauu. Now it was called to my attention—and I suppose 
this probably is outside of your category, too, but it is rather interest- 
ing—it was called to my attention that we were supplying milk, not 
from the Department, but commercially, in these cartons. I might 
pass them over to you because I know you are interested in examining 
them. Now these cartons that I have—— 

Mr. Brercer. May I raise a question—pardon me for interrupting 
this is all domestic, for school lunch, not foreign? 
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Mr. MarsHaty. I was coming to that. In these cartons the milk 
is packaged, labeled ‘filled milk,” “chocolate,” and “plain,” is 
made in this country, and is being distributed through the U.S. Air 
Force PX at Kindley Field, Bermuda. Manufactured in the United 
States. Now, the interesting thing is, as you people are aware, 
that it is against the pure food and drug laws of this country to ship 
that milk interstate in this country in the manner in which it is 
labeled. And also, oddly enough, it is against the law in Bermuda 
where they have a law which prohibits the shipping of that. But we 
are shipping this milk from this country, which is illegal to sell in 
this country and illegal to sell in Bermuda, and we are shipping it to 
our Armed Forces in Bermuda. 

That to me is a rather strange occurrence. I do not suppose any 
of you gentlemen would know whether that is being transported by 
our own Air Force planes or not? 

Mr. Bercer. I would not know. 

Mr. Marsnati. Do you know whether there is any company in 
this country which is given any favorable air or freight rate to ship 
surplus nonfat dry milk acquired pursuant to Public Law 480 or see- 
tion 402 of the Mutual Security Act for use in the manufacture of filled 
evaporated milk in the Philippines? 

Mr. McLain. FAS will be the ones to answer this and we will try 
to get the answer in the record. 

(The information referred to follows:) 

The Department has no information as to whether commercial exports of filled 
milk are being made from the United States for distribution through the PX at 
U.S. Air Force, Kindly Field, in Bermuda. 

The Department has no specific information that any particular company or 
firm has been the beneficiary of a special transportation rate. This appears to be 
a matter of competitive commercial transportation rates between inland and ocean 
carriers on through shipments from interior U.S. points to offshore destinations 


in the Far East. 


PROHIBITIONS AGAINST AIDING 1N MANUFACTURE OF FILLED MILK 
OUTSIDE THE UNITED STATES 


Mr. Marsnauyi. What if any, steps have been taken by the US. 
Department of Agriculture either by internal directive, regulation, 
instruction, or otherwise to assure compliance by all elements of said 
Department with the reminder to the Department contained in the 
Committee on Agriculture Report No. 908 to accompany the Cooley 
bill, H.R. 8609 of the Ist session of the 86th Congress and the col- 
loquy which I had with Congressman Poage of Texas on the floor 
of the House on August 19, 1959, when the Cooley bill was being de- 
bated, both of which were aimed at accomplishing the purpose of my 
bill, H.R. 7146; namely, to guarantee that no dairy product produced 
in the United States will be sold or disposed of pursuant to Public Law 
480, or with the assistance of the Secretary of Agriculture under any 
other act for use outside of the United States for manufacturing, 
blending or compounding of filled milk or filled cheese, or have the 
effect of disrupting or displacing any usual marketings of, or any nor- 
mal patterns of commercial trade in, any dairy commodity produced 
in the United States? 

Can you supply that for the record? 

Mr. McLarty. We will do the best we can. 
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(The information referred to follows :) 


The Department has taken steps to assure that nonfat dry milk sold under 
Public Law 480 is not used in the manufacture of filled milk or cheese. 

Mr. Marsnatt. Now if you took no steps to comply with the 
aforementioned reminder to the Department contained in said Com- 
mittee of Agriculture Report No. 908, what assurance is the Secretary 
of Agriculture ready here and now to give that the U.S. Department 
of Agriculture complied with the reminder of the Department and 
that any moneys appropriated to the Department for fiscal year 1960 
will not be utilized in circumventing that reminder to the Depart- 
ment? 

Can you furnish the answer to that? 

Mr. McLain. Yes. 

(The information requested follows:) 

The Department will continue the policy referred to above in connection with 
the Public Law 480 program. 

Mr. Marswauu. Did the Department prior to authorizing sale of 
nonfat dry milk under Public Law 480 in the Philippines for the 
purpose of making filled milk make any analysis of the effect of 
granting such authorization and subsidization on the sales of non- 
subsidized U.S. evaporated milk in the Philippines? 

Mr. McLain. All these questions you have asked—we will furnish 
the replies to them from the Foreign Agricultural Service, Mr. 
Marshall. 

Mr. MarsHatu. We can save some time that way. 

If such dete rmination was made, what were its terms? 

(The information referred to follows:) 

No such analysis was made. At the time the Public Law 480 program was 
offered to the Philippines in September 1956, the Department did not know that 
the nonfat solids would be used in filled milk. By the time the agreement was 
signed in June 1957, the filled milk plants were being constructed, but they did 
not go into operation until September of that year. 

Mr. MarsHau. In your analysis of the possible effect on U.S. 
evaporated milk markets, if one was made prior to the institution of 
the program, did you make any analysis of the Philippines filled milk 
law as it was made in 1957? 

(The information referred to follows:) 

The Department had no specific information that either a statute or adminis- 
trative regulatory provisions promulgated by the Republic of the Philippines were 
available at the time the Public Law 480 agreement was concluded, other than the 
information that licenses had been obtained by two commercial companies which 
permitted the manufacture, distribution, and sale of canned filled milk. 

Mr. MarsHauu. Did you or did you not ascertain whether, when 
the Philippines filled milk law was passed in 1957, it or regulations 
issued thereunder required that nonfat dry milk used to manufacture 
filled milk in the Philippines be limited to that shipped from the 
United States under Public Law 480 or some other subsidized program 
which does not require payment in dollars for the nonfat dry milk? 

Now, in the testimony before the Dairy Subcommittee, House 
Committee on Agriculture, representatives of the USDA stated that 
if CCC had not furnished the nonfat dry milk under Public Law 480 
or direct dollar sales, other countries would have supplied the nonfat? 
Since it appears that under the terms of the Philippines Filled Milk 
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Act or regulations issued thereunder filled milk could not be manu- M 
factured in the Philippines from nonfat from any other country than - 
the United States, I am wondering how the Department could take ‘ nd 
the position that other countries would furnish the nonfat dry milk | "°° 
if we did not do so? mt 
Is it not possible that that argument advanced by the USDA that } * r 
if our Government had not supplied the nonfat other countries would ( 
have furnished it may be erroneous? 7 
(The information referred to follows: ) -* 
The Department is not aware of any such statutory requirement, but it appears lye 
that the central bank did fora time refuse to grant dollar allocations for dry milk, \ 
Since that time dry milk has been imported commercially both from the United z 
States and elsewhere. on. 
Mr. MarsHatu. Also, does it not occur to you that the destruction do 
of the major export market for U.S. evaporated milk was totally un- 7 
warranted? ‘That is to say, your subsidized exports of nonfat dry ” 
milk for use in filled dry ‘milk in the Philippines were not in fact ( 
directed at saving some markets for U.S. dairy products under the T 
guise of meeting competition from other countries. They were in fact } 
subsidized exports which it appears could not come into competition me 
with other countries nonfat dry milk, but must necessarily come into | Re 
competition with U.S. evaporated milk and evaporated milk from off 
other countries? ac 
(The information referred to follows: ) 10 
In view of the serious, continuing shortage of foreign exchange, the ready the 
availability of domestically produced coconut oil, and the strong support of the Cel 
new industry by the government of the Republic of the Philippines, the Depart- rr 
ment concluded in 1958 that imports of evaporated milk into the Philippines, 
regardless of source, would decline substantially. It is unlikely that the value up 
of nonfat dry milk used in canned filled milk in the Philippines will ever val de 
the value of evaporated milk imports into the Philippines in 1956 or 1957. 
Mr. Marswatu. Could you enlighten us as to just what companies 
or organizations persuaded United States to operate this program un 
which appears to me to be in violation of Public Law 480? - 
(The information referred to follows:) 
_ The United States was not persuaded in any way by any companies or organ- s¢ 
izations. 
Mr. Marsuwatu. Aside from Public Law 480 is it not true that CCC 
can subsidize exports for nonfat for use in filled milk under its charter 
without reference to Public Law 480 or this could also be accomplished It 
under other legislation? 
(The information referred to follows: ) Fs 
This would be possible. SI 
Mr. MarsHatt. In connection with the Philippines operation did P 
you folks in USDA ever calculate how much nonfat dry milk you would ‘ 
have to export to the Philippines to equal in value the ruined market B 
for U.S. evaporated milk in that nation? That should be easy to i 
determine, I think. 
If you did make the calculations I would like to have you submit @ P 
copy of such ealculations so it will be made part of the record. 
(The information referred to follows:) 
The value of total imports of evaporated milk into the Philippines in 1957 ( 
was approximately $24 million. At 12 cents per pound, c.i.f. basis, this sum is t 


the equivalent of about 200 million pounds of nonfat dry milk. (See also the 
answer to question 12, above.) 


anu- 
than 
take 
milk 


that 
‘ould 


pears 
milk, 
nited 


“tion 
un- 
dry 
fact 
the 
fact 

ition 

into 

Tom 


‘eady 
f the 
part- 
ines, 
, alue 
‘qual 


nies 
ram 


563 


Mr. Marsuatu. It is of course illegal to ship filled milk in the inter- 
state foreign commerce of the United States. How can you explain 
the willingness of the USDA to aid in the development of a com- 
modity abroad which cannot be legally shipped in interstate commerce 
in the United States and which cannot be legally manufactured in 
all but 11 of the States in the United States? 

(The information referred to foilows:) 

The Department neither aided nor encouraged the development of filled milk 
in the Philippines and has programed no dry milk to the Philippines under Public 
Law 480, since the program which went into negotiation in September of 1956, 
| year before the plants began operation. 


Mr. MarsHautu. While the USDA last year stated in its testimony 
on my bill, H.R. 7146, that it could not interfere in such a matter, 
do you think it morally correct to use U.S. funds to aid and foster 
operations in foreign countries which, if undertaken in the United 
States, would have been illegal? 

(The information referred to follows: ) 


This was not done. 


Mr. MarsHauyu. My understanding of your Division’s announce- 
ment, LD-33, entitled “Sales of Dairy Products for Export,’’ dated 
February 1, 1960, correct, namely that when a prospective bidder’s 
offer to buy Commodity Credit Corporation nonfat dry milk has been 
accepted, such offer and acceptance constitute a contract and within 
10 days from the date of such contract the buyers shall submit to 
the CSS commodity office arrangement for payment by either a 
certified check or cashier’s check made pavable to CCC or by an 
irrevocable commercial letter of credit, in form acceptable to CCC, 
upon which CCC will draw drafts with documents attached as 
deliveries are made? 

as 2 ; , 

(The information referred to follows: ) 

Buyers arrange payment by certified or cashier's check, or by letter of credit, 
unless the dairy product is to be exported under a barter contract with CCC 
andacceptable strategic materials have been received by CCC. 

Mr. MarsHALL. Such a transaction constitutes a “sale for dollars” 
so far as the CCC is concerned, does it not? 

(The information referred to follows: ) 

There may be several types of transactions: 

(a2) Sales in which buyers pay dollars to CCC and export the products (or 
equivalent quantities of other similar products) either for dollars or under an 
ICA program pursuant to section 402 of the Mutual Security Act of 1954. 

(b) Sales in which buyers pay dollars to CCC, and then upon exportation CCC 
ays the buver dollars (through banks) under a title I, Public Law 480 program. 
he foreign importer then deposits foreign currency for the account of the United 
States. Buyers identify these transactions by stating the number of the title I, 
Public Law 480, purchase authorizations in their offers. 

(c) Sales in which buyers deliver strategic materials to CCC in exchange for 
products which are exported under barter contracts between the buyer and CCC. 
Buyers identify these transactions by stating the numbers of the barter contracts 
in their offers. 

(d) Sales under CCC’s export credit sales program in which buyers eventually 
pay dollars to CCC plus interest. 


Mr. Marsuautit. Now what provision is there in your Division’s 
LD-33 procedure which will prevent such a successful bidder for 
CCC nonfat dry milk from paying the CCC the amount of the con- 
tract awarded to him in U.S. dollars, either by certified or cashier’s 
check or irrevocable commercial letter of credit, as the case might be, 
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and then turning around and exporting this identical nonfat dry milk 
delivered by CCC or an equal number of pounds of other nonfat dry 
milk, and accepting in payment therefor the foreign currency of the 
country to which such nonfat dry milk is ultimately consigned? 

(The information referred to follows:) 

There is nothing in the procedure to prevent an exporter from shipping products 
to a foreign importer under title I of Public Law 480 for which the United States 
will receive foreign currency in payment. In the absence of such a Publie Law 
480 program, however, U.S. exporters must generally limit their export sales to 
dollars in order to be in a position to acquire commodities in the United States 
with such dollars, and no advantage can accrue under this possibility. 

Mr. Marsuauu. If, as you admit, nothing in your Division’s 
announcement LD-33 prevents a successful bidder from selling the 
nonfat dry milk he acquires from the CCC for foreign currencies, 
then, I take it, there is nothing in your Division’s regulations, or in the 
regulations of the U.S. Department of Agriculture as a whole, which 
will prevent the nonfat dry milk delivered by CCC pursuant to an 
awarded contract under announcement LD-33 or, in lieu thereof, 
“an equal number of pounds of other nonfat dry milk,” from being 
exported by the Philippine Islands for having the effect of disrupting 
or displacing usual marketings in the Philippine Islands of evaporated 
whole milk produced in the United States. Is that correct? 

(The information referred to follows:) 

There are no specific restrictions on the uses in foreign countries of nonfat dry 
milk bought from CCC or other nonfat dry milk exported in lieu thereof. How- 
ever, the possibility of displacement of usual marketings or disruption of normal 
trade is considered in entering into, and in determining the commodities included 
n, Public Law 480 agreements and in issuing purchase authorizations. 

Mr. Marsu ALL. In such a case, it follows, does it not, that the U.S. 
taxpayers’ dollar appropriated by the C ongr ess of the Department of 
Agriculture for the carrying out of, among other things, the operations 
of your Division under announc ement L D-33, will be expended for 
at least two things; namely, first, the payment of a subsidy on the 
nonfat dry milk sold by CC C for export to the Philippines and repre- 
sented by the difference between the CCC price of nonfat dry milk 
for ‘domestic unrestricted use’”’ and the amount of the bid accepted 
by the CCC commodity office for the nonfat dry milk to be exported 
to the Philippines; and, second, the payment of a subsidy on the ship- 
ment of the nonfat dry milk from the U.S. port of export to the Philip- 
pine Islands, namely, the payment to the sea transport company of 
the preferential reduction to “special rate” granted on the shipment 
of “powdered skimmed milk when purchased and shipped in accord- 
ance with USDA sales announcement LD-29 (now LD-33) and s0 
stated on bill of lading,” as provided in the Pacific Westbound Con- 
ference local tariff No. 1-X? 

(The information referred to follows: ) 

The taxpayers’ dollars have been used to support prices to producers for milk 
and butterfat, as required by the Agricultural Act of 1949, as amended, through 
purchases of dairy products, including nonfat dry milk. Part of this expenditure 
has been recovered through sales of nonfat dry milk for ecommereial export at 
competitive prices. Most of the remainder (constituting about three-fourths 0 
the nonfat dry milk acquired) has been donated for eligible domestie and foreign 
school lunch and welfare uses. 

Ocean freight on commercially exporte d nonfat dry milk is paid by the export 
ers or importers, depending upon their conditions of sale. The fre ight rates are 
determined by the carriers. The Department does not participate in determin- 
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ing them. The Pacific Westbound Conference, which is an association of private 
ocean shipping companies, announced in their ‘‘Local Tariff No. 1—X’’ a reduction 
in their ocean freight rate for nonfat dry milk purchased by exporters from CCC 
under announcement LD-29 and shipped to Far Eastern countries. 


PACKAGING OF NONFAT DRY MILK AND PROCESS CHEESE FOR DONATION 
ABROAD 


Mr. Marsa. In the U.S. Comptroller General’s annual report 
in 1959 this paragraph appeared: 


In our report submitted to the Congress on. May 4, 1959, on the use of tin cans 
for packaging nonfat dry milk and process cheese for donation abroad, we pointed 
out that the CCC had incurred packing costs during the fiscal years 1959 and 1958 
of about $7 million more than would have been incurred had these commodities 
been packaged exclusively in plastic bags in eartons. Only minor spoilage or dam- 
age has resulted in the past when these products were packaged in plastic bags. 
For this reason we believe that almost all the $7 million cost incurred by packaging 
in tin cans was unnecessary. 


What do you have to say about that? 

Mr. Bercrer. When that report came over I took that up with the 
Division as well as they in turn took it up with the Agricultural 
Marketing Service. And, frankly, they just do not agree with the 
General Accounting Office recommendation because they do not think 
that GAO recognized the problem of the receipt abroad, the conditions 
under which it would actually be delivered and so forth, and it is for 
that reason that they still feel that they just cannot go to the plastic 
and assure themselves of delivering a good product, that will not give 
the United States a bad name. 

Do you have something else in particular on this? 

Mr. Bracn. We have the reply to the GAO report, which could be 
inserted in the record. 

Mr. McLain. I think it ought to be. 

Mr. MarsHauu. We will be glad to have that inserted in the record. 

(The information is as follows:) 


DEPARTMENT OF AGRICULTURE, 
Commopiry CrEpir CORPORATION, 
Washington, D.C., January 12, 1969. 
Mr. O. D. McDowE Lt, 
Assistant Director, Civil Accounting and Auditing Division, 
General Accounting Office, Washington, D.C. 


Dear Mr. McDoweE tt: This is in response to your letter of December 2, 1958, 
requesting our review of subject report. 

We are in general agreement with the proposed recommendation for suggesting 
a method of saving Federal funds. It is a recognized policy of USDA to adopt 
sound practices and efficient operations which will reduce expenditures wherever 
practicable. 

However, we do not believe that the report should contain reference to any 
specific dollar amount of “‘excess’’ costs. The title of the report states that the 
CCC incurred excess costs. This terminology is usually construed to imply an 
overpayment of funds due to mismanagement or in violation of law. Neither facts 
are evident in this instance. Therefore, we suggest that the title should be modi- 
fied to correct such an impression. Further, the calculation used in determining 
the amount of so-called excess costs is statistical and does not consider all factors 
affecting cost data. Therefore, we further suggest that any dollar amounts cited 
represent net differences in costs of moving commodities in one type of container 
verus another under given conditions. 

Aside from the relative costs on specific shipments, the factor of program 
acceptance in the recipient countries is highly important. One significant con- 
sideration is the creation of a market outlet for American agricultural commodities. 
Another is the good will factor, which can be attained oniy through avoiding any 
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criticism of this program as a “dumping’’ operation for commodities of question- 
able quality. 

The basie idea for finding and substituting a less expensive container than tip 
for use in packaging nonfat dry milk has been explored by the Department over 
the past 5 years. The Department has recognized the need and provided the 
leadership in developing the 44%4-pound bag and carton as a substitute container, 
Such containers are used in both domestic and foreign distribution programs, 
During the past 5 years some 875 million pounds of nonfat dry milk have beep 
packaged in ae 44 pound bag and carton, which has resulted in the saving of at 
least $15 million in comparison with the cost of packaging nonfat dry milk in tin 
containers. Under the Public Law 480 program for commodity donations abroad, 
the use of plastic bag in carton packaging has increased each year since 1956, the 
first full year of operation under Public Law 480. In 1956 milk packed in paper 
constituted 20.8 percent of all packaged milk donated, while currently about 
85 percent is moving in paper containers. 

The CCC does not believe it is practicable to achieve 100-percent coverage in 
view of its experiences and in recognition of certain basic requirements of the 
program. 

The voluntary nonprofit relief agencies accepting commodities for foreign dis- 
tribution are held financially liable for loss or damage to commodities. They 
request CCC to furnish commodities packed in the type of container that would be 
expected to provide the greatest protection for them. Tin was and is the cus- 
tomary and traditional standard type of container used for export shipments due 
to the rigors normally encountered on such movements. 

In the early stages of the program CCC had no experimental data by which 
the needs for tin as compared to paper packaging could be evaluated, nor could 
CCC reasonably expect the foreign relief agencies to have such data. However, 
as the program progressed and as a result of the studies made by the Department, 
it became apparent that selectivity between the needs of country programs should 
permit the use of milk packed in the plastie bag in carton in some places without 
the danger of incurring undue loss of the commodity. 

Therefore, on April 14, 1955, a memorandum was sent to all foreign relief 
agencies requiring them to request tin only for those countries where the extra 
protection was needed. All requests for tin-packed milk were carefully evaluated 
and approved only where it was definitely necessary in our judgment. However, 
no arbitrary position was taken in connection with this packaging matter and the 
experience and knowledge of the agencies was respected. 

Concurrent with the above action, the Department worked with the voluntary 
agencies to improve the general distributive system through which these com- 
modities moved. This entailed an educational program accompanied by a general 
tightening of control and enforcement of program regulations. One of the results 
of this was to improve program conditions so that there was greater opportunity 
to use the paper-packed milk. In April 1958 we determined that we could take 
a more arbitrary position with regard to tilling requests for tin-packed milk. 
Relief agencies were required to provide specific justifications for all tin-packed 
milk. In many instances agencies accepted paper-packed milk against their 
considered judgment. It is expected that with further educational effort addi- 
tional use of paper containers will be made in future years. 

On the other hand, in taking an arbitrary position in forcing the voluntary relief 
agencies to accept commodities which are packed in such a manner as to result in 
loss and deterioration, we have weakened our position with respect to holding 
these agencies financially liable for such loss. Certainly, we can predict that there 
will be more loss of milk as a result of this policy. Also, it will tend to reduce our 
capability to dispose of milk in the foreign-donation program. This is due to the 
fact that some plants can only package in tin and we could not use these produe- 
tion facilities when we so drastically reduced the quantity of milk that we would 

take in tin. 

As stated in your report, tin-packaged nonfat dry milk is currently contracted 
for shipment to about six countries. In our judgment and evaluation such tin 
packaging is necessary in consideration of conditions encountered in these coun- 
tries. Whenever possible, the use of tin will be eliminated and the plastic bag in 
carton will be adopted. 

With regard to packaging processed cheese, the CCC is convinced that there 
are very few instances where the tin package is not needed to provide the necessary 
protection for the commodity. Further, the use of tin reduces the financial loss 
to the relief agencies, ‘Tin-packed cheese keeps satisfactorily without refrigera 
tion up to 70° F. Use of plastic bags in cartons requires regular refrigeration on 
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ship, on land, and in storage. Freight costs are higher for refrigeration than 
ordinary transit handling and storage. Since CCC pays ocean freight for most of 
this program, any savings in packaging costs would be more than offset by the 
considerably higher rates for the refrigeration required for processed cheese. 
Furthermore, foreign refrigeration facilities are in many cases inadequate, in- 
sufficient, or virtually nonexistent in relation to the tonnages involved in this 
program, Any savings made in packaging costs should be evaluated in relation 
to added freight and other costs including losses from deterioration prior to final 


use. 

In light of the losses that have occurred on cheese, even when packed in tin, 
we are further convinced that the paper carton should not be used under the 
conditions existent in the great majority of country programs. 

In summary, we do not believe that plastic bags in cartons can be used exclu- 
sively in these programs. Therefore, we cannot accept the claim that the CCC 
incurred ‘‘excess’”’ costs by packaging in tin cans. It does not reflect the problem 
of keeping quality and storage costs; it does not take into consideration differences 
in freight costs; it does not take account-of the necessity for using tin under some 
circumstances or other factors necessary for maintaining acceptability and con- 
fidence in American-produced food. Further, it does not reflect the concern we 
have had with this program and the real progress that has been made in develop- 
ing and utilizing cheaper containers. 

Very truly yours, 
CLARENCE D. PALmBy, 
Vice President. 


TOTAL BUDGET ESTIMATE FOR CSS AND CCC 


Mr. Horan. We have before us about $3,318 million and some 
odd worth of operation here that we are discussing broadly today. 
We are not—does that include the $675 million that was disallowed by 
the supplemental committee? 

Mr. McLatrn. Mr. Beach, do you want to comment? 

Mr. Bracu. If you are referring to the total 1961 budget estimate, 
the $675 million is not included in the estimate before you at the present 
time. 

Mr. Horan. Then we are dealing with almost 4 billion? 

Mr. Bracu. If you included the $675 million, ves. 

Mr. Horan. Well, I share the concern of my colleage from Minne- 
sota, Mr. Marshall. This continuing on. And in saying that I per- 
sonally feel that the Congress has about as much responsibility in this 
if not more than the Department. We are concerned on this sub- 
committee and I think honestly so. 

I think the entire Appropriations Committee is concerned because 
of the action they took which we thought was unwise since the commit- 
ments are there and by law they would have to be met. But we are 
concerned on this subcommittee and I do hope that one way or another 
we can make some headway in this matter. 


WHEAT PRODUCERS 


If you will permit it I am rather proud of the industry that is 
involved in this, that of wheat. Out in my area we have no Govern- 
ment-owned storage out there. It is all privately owned. When we 
had the investigation several years ago, to my knowledge no evidence 
whatsoever of dishonesty occurred in our area and of course it is @ 
matter of record that there were dishonest storage warehouse operators 
dealing with the Commodity Credit stocks. I am proud of that. 

Mr. McLain. You exert a good influence, Mr. Horan. 
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Mr. Horan. | want to say this, that our producers out there in 
this field are pretty literate, a high percentage of college graduates 
among them. ‘They understand the situation. I am not—in saying 
that | am not casting any aspersions on anybody else, but you knew 
of course that my biggest wheat county—and I was present when 
this action took place voted out all acreage allotments—they voted 
out all price supports, excepting on corn, and they did that because 
I think they felt that this program had wandered so far astray that 
there was no chance of getting back to home base without starting 
with a complete new sheet of paper. 

I know that the feeling of the very sincere men in Congress who 
would like to work out some sort of compromise will show an improve- 
ment. And my only reason for saying anything at all at this time 
is, Mr. McLain, that you and your staff will be called upon to pass 
judgment on quite a number of suggestions that will be coming your 
way. 

I just plead with you to see if you cannot be a little bit—make a 
contribution here. You may have, and you do, very honestly you 
are a good witness, you have your own honest convictions, I know 
that. But I trust between now and the rest of the week and after 
you testify next Monday that you will be able to sit down with some 
of those that may have ideas and perhaps we can come up with some- 
thing. Because as my colleague, Mr. Marshall, has said, this is 
getting serious, and I hope that we can come out of this with reassur- 
ance to those producing these commodities involved in this testimony 
that will give them some assurance of security. 

I trust that we can pay some attention to those who are in com- 
mercial areas and who feel this strongly and I am just hopeful we can 
come up with something. 

In conclusion, I want to say this: that while we say a lot of unkind 
things about the farmer, about baying at the moon and all that, and 
always crabbing and one thing or another, that is not true of the 
wheat industry out in the Pacific Northwest. It may be wrong but 
they came up with a domestic parity which has become the foundation 
of what the National Wheat Growers Association now has before us, 
and a copy of which I have in my pocket. And it will be introduced, 
as I have told those of us who are working on this, and this is bipartisan 
I might say, both Democrats and Republicans. 

We are concerned about this. We would like to see it fully con- 
sidered. There was a time when we only had 130 million bushels 
of wheat in our pipeline. I think a safe amount between the field 
and the bakers’ shelves was, at that time, 1948, considered to be about 
150 million bushels so we were almost out of wheat instead of having 
wheat running out of our ears. At that time we began to see the 
surplus build up. 

You have mentioned some of the history of that yesterday. But 
sort of a curbstone opinion was that we had surpluses because our 
efforts to restore the economies of other countries had resulted in 
their not needing our wheat as they did up until 1950. And we made 
the curbstone estimate that the main trouble with American agricul- 
ture—I throw this out for what it is worth, there are a lot of factors 
that go into it—that we just had 40 million acres too much. 

If we could find a market every year for 40 million acres, that we 
could have a normal granery or whatever you want to call it. And 
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yet today we are exporting the equivalent of about 50 million acres. 
This indicates to me that if we could get this thing back on an even 
keel, could maintain the activity of the Foreign Agricultural Service, 
which I think has been one of the real improvements in the last few 
years, that we could keep this thing a lot more normal than it is 
today. 

All I have to say, Marvin, is that I hope that you, along with some 
of the rest of us that let the tail in with the hide occasionally, will 
cooperate in every way you can to see if, out of the welter of sugges- 
tions, that we make the most of it and actually make a reduction in 
the surplus problem that afflicts us today. 


STORAGE COSTS 


Thank God we are not starving to death in this country but here 
isa problem: How much are we spending now on storage per day? 

Mr. Breacu. The cost in the fiscal year 1959 was $481 million for 
the fiscal year; it was well over a million dollars a day. 

Mr. Horan. Over a million and a quarter dollars a day. 

Mr. McLain. A million and a quarter has been used. 

Mr. Horan. I gather almost all of that storage cost, which is almost 
half a billion dollars is due to our inability to make some inroads into 
this thing. We may make some mistakes but I think the biggest 
mistake we can make is not to do something right now. 

Mr. Micue.. I would like to direct my questions in two principal 
areas. One would be on this storage matter and then the other would 
be on the conservation reserve. 

Would that still be in order? 

Mr. Wuitren. Yes. 


STORAGE OF CCC GRAIN 


Mr. Micueu. Granted we have got a tremendous storage problem, 
and it is probably going to get worse, let us take a look in the crystal 
ballahead. Sometime through some means, and I would suspect it 
would have to be through some action by the Congress, the situation 
would be reversed and you folks would not have so much to store. 
Would the policy of Commodity Credit be changed? What would the 
policy of Commodity Credit be in determining where you take out 
the storage first, around the country? In other words, do these 
private warehouses get discriminated against in any way? 

Mr. McLarty. Our policy, Mr. Michel, has been—and it is very 
dificult because, as you recognize, when we start down the hill the 
other way we will have some areas; in fact, we do right today, where 
there is a surplus of storage. Many facilities are not occupied and 
this is when the pressure gets on. And I am telling you gentlemen 
the pressure will really be on all of Congress when this get rolling. 
Our policy in handling the grain is not to move it any farther from 
the point where it is produced than we have to until we know where 
it is going—which means it will be left near where it is produced until 
we have an outlet for it. 

Say we had half a crop in 1960 of all grain and we had to cut back 
our carryover stocks by that amount—which we would because we 
would go on consuming—this would be a happy thought if we could 
get it done. 
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Then, as we move wheat out, for instance, we will try to be as fair 
as we can to not penalize anyone more than another one. But no 
matter how we try to do this, if you have a condition in one area 
that is twice as acute in another, you are just not going to treat 
everybody in the same way. 

Mr. Micuet. Do the contracts under which these warehousemen 
store this grain—are they for specific periods of time? 

Mr. McLain. They run on till we renegotiate and we have no 
obligation to put a bushel of grain in anybody’s house. 

Mr. Micuet. So there is a considerable element of risk involved, 
particularly, when as in our area you have encouraged the construc- 
tion of more storage, because we do definitely have a problem; and | 
have several good friends—good friends, as a matter of fact, who 
have asked me: “Do you think we ought to take the risk?” 

Thus I can only say what I think the situation will be. We have 
got a problem. It will be with us for several years. [ have a pro- 
spectus here of one that will involve an investment of $185,000 for a 
quarter of a million bushels of corn. 

Interest rates as they are, it really puts one up against the board 
as to whether or not he should take the risk or not, but you folks want 
the storage and he has got the site and as a matter of fact built the 
one-quarter-of-a-million-bushel site. I am inclined to tell him at this 
point, ‘“You had better leave well enough alone. I do not know if 
you should go on the next step,” even though you people or your sub- 
ordinates are encouraging this particular individual to go ahead and 
build another one of similar size because it is a fine, up-to-date facility. 
But I can appreciate that, while we do not like to see 16 cents a bushel 
being paid a year just to store it, there is this tremendous element of 
risk by a private operator. But I am wondering, too, in view of your 
having encouraged a number of these private individuals to build 
storage, that if this in any way influences the Department’s thinking— 
which I consider to be somewhat against any kind of payment-in-kind 
program that would draw out of this storage considerable sums of 
stocks. Would this influence your thinking at all? 

Mr. MclLarn. Not a bit, Mr. Michel. Our observations on pay- 
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ment in kind—and as you know the President has indicated that he ? 
is willing to go along with any program that encompasses it if it has 
this protection in it—that we do not in using payment in kind destroy \ 
the current market price. This can very easily be done. If it is not | ° 
handled properly, we can really do that. That is our only concern. ‘ 


The fact is, we will be very happy when these supplies go down. 
This will be very painful to a lot of people but they understood this 
when they went into it. This is part of the risk they took. Many of 





them I think will go bankrupt before we get through with them if this , 
thing turns around; but this is part of free enterprise. 
STORAGE COSTS W 
W 
Mr. Micueu. What is the storage cost per bushel? Does it vary 
throughout the country? p 
Mr. McLain. We have four or five areas that are mildly different; 
it is not completely uniform. d 
Mr. Micuet. And it would vary from a low of what to a high of 
what? a 
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Mr. McLain. Mr. Palmby, will you give that to him for the record? 

Mr. Paumsy. Yes, I can give it to him for an annual basis. The 
lowest is for oats—11.68 cents a year; the highest in the highest 
priced area for wheat is 17.885; and the same for flax. 

Mr. Micuet. Is there any consideration being given by CCC of 
reducing this payment per bushel in any field or any area for any 
commodity? 

Mr. McLain. Yes, sir. As was pointed out here we are in the 
process of renegotiating the contract. It must be done prior to July 1 
and there is full expectation on our part to ask for reduced rates. 

Mr. Micueu. Then the mechanics of changing a rate are simply 
what you have enunciated here. You negotiate it? 

Mr. McLain. That is right. 

Mr. Micuet. Do you folks have an average cost of storage per 
bushel, or an average construction cost per bushel for storage, up to 
date? Is that what would be required today to build storage and 
what the proportion at cost per bushel would be? 

Mr. McLain. This, of course, varies all over the place. We have 
the costs on the bins that we bought; but, as I understand your 
question, it is on commercial storage? 

Mr. Micuet. Right. 

Mr. McLain. We do not have that kind of information but we 
have made that study which takes into consideration the cost which 
involves depreciation and also the other factors which we have fur- 
nished to all the committees and if you have not seen it we would be 
glad to furnish it to you and leave out these various items Mr. Palmby 
talked about here, namely loss due to deterioration and shrinkage, 
return on capital investment. 

This is the starting point. This is the most complete study ever 
made in the history of the Department. I think it the most accurate, 
and I think it will be very beneficial to us and will not be disputed by 
the industry. 

USE OF COMMERCIAL STORAGE 


Mr. Micueu. Time and time again you hear those who say, the 
big storage operators or small ones, whoever they might be as long as 
they are private enterprise, “they are making a bundle, why does not 
the Government, as long as it is Government property, why does not 
the Government do it?” 

Are there any studies that show if the Government did it we could 
do it any cheaper? 

Mr. McLatn. No, and I think the ultimate answer to your question 
would be why does not the Government do everything as they do in 
Russia? We do not think this is the American way. We do not 
think this is the intent of Congress. 

We think that is why the provisions were written into the act. If 
we ever get away from it and start doing everything by Government 
we are a long way down the road. 

Mr. Micuex. That would conclude the questions I have on that 
particular facet. 

If you want to go back to conservation reserve, I would be glad to 
defer. 

Mr. Wurrten. In this connection I have reviewed the language 
and, as you gentlemen know, I have had about 16 years’ experience 
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on this committee which has included a number of secretaries of 
Agriculture. I remember that in the preceding administration there 
was a feeling on the part of the Department that Government storage 
might be the thing to do. In connection with the same section of the 
Commodity Corporation charter, representatives of the Commodity 
Corporation came to this subcommittee wanting us to go along with 
funds to build Government storage, basing it on the fact that they had 
gone to commercial warehousemen who asked exorbitant rates. This 
subcommittee insisted that they go back to commercial warehousemen 
and offer them a fair rate and if they would not store these grains at 
a fair rate only then were they to go ahead with Government storage. 

I do think, and I am trying to be objective here, that the attitude 
of the present administration has been somewhat different from that 
where there was an effort to go into Government storage if there was 
any plausible basis for it. 1 think this time it has been to go into 
commercial storage, if you could get them to do it, and go into Goy- 
ernment storage as a last resort. I think the difference existed. 

I agree that, if you had not provided storage somehow so that 
farmers could bave price supports for their commodities, you would 
have had a terrific howl. I have seen this in this administration 
and in previous administrations. I have seen the Government suffer 
some tremendous losses in deterioration where it was not properly 
stored. 

I would say this, however: I interpret that section a little differently 
from what you do and this disturbs me. The thing that is really 
disturbing, and that happens in so many areas, we find the President 
and Secretary of Agriculture making speeches and pointing out the 
tremendous cost of storage. The payments for storage in turn are 
used by the press as a reason why the farm programs should be 
gotten rid of. Now, I thoroughly agree and have expressed at other 
points in the record that we are faced with the absolute necessity to 
protect the Treasury and to protect the farmer. We must scale our 
production back to that which is needed. We owe it to the farmer 
so he can save the extra cost of producing these units just as much 
as we owe it to the Treasury. But the tremendous cost of storage 
paid to warehousemen is used in turn against the farm segment in 
the newspapers and elsewhere. 

The minute you start correcting it and try to get legislation, imme- 
diately you run into problems because warehousemen and others that 
are making most of the money on the farm program do not want 
their interest interfered with. 

Mr. McLain. This is part of the reason of the objection to the 
conservation reserve. 

Mr. Wuirren. I did not agree that the conservation reserve would 
meet the problem. That is just a difference of opinion. But I grant 
you that has been some of the objection in many areas, as you say. 

Mr. Horan. Would the gentleman yield there? 

Mr. WuirteNn. Yes. 

Mr. Horan. For an observation: I think we have to face the fact, 
Mr. McLain, that we have created an abnormal storage situation 
though in the areas where basic crops exist and we are going to have 
to face that if we ever do achieve what I know is in the hearts of the 
members of the subcommittee. 
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Certainly, there should be some relationship, if you can figure it 
out, between the value of the storage facility and the rates that you 
ay him. Further, if the warehouseman puts up a warehouse and 
Soniduten it in 3 years, he might not continue to make money at that 
rate. But if he has his warehouse paid for, he does not have to have 
the same income to show the profits that he might have had during 
the period he was paying for it. All these factors are involved. 


ON-FARM STORAGE 


Mr. Micuex. While we are on this matter of storage, what con- 
sideration does the CCC give to retaining the storage on the farm? 
What payment is made per bushel for storage on the farm as against 
moving the new private storage? 

Mr. McLain. I think this whole committee, and I am sure Mr. 
Andersen and Mr. Marshall here who come from the area where they 
know what farm storage is, would have to agree that if they looked 
at the truth that we have been more generous to the farmers with 
their own farm storage than at any time in the history of this country. 


RELATION OF STORAGE COSTS TO PRICE-SUPPORT LEVELS 


Mr. Wuirren. And may I say here that whatever the merits of 
the rates that have been paid or the demerits, the record does show 
that the farmer has suffered a 20-percent, on the average, reduction 
in price support. It shows that his income has gone down approxi- 
mately 20 percent, according to the Department of Agriculture 
figures. Yet the storage rates, whatever the merits may be, have 
increased about 20 or 22 percent. Even though their costs have 
gone up, they are having it reflected in increased rates. Yet the folks 
for whose benefit the program primarily was intended, the farmers, 
have had to take a large reduction in the rates he gets for the product. 
And it leads me to wonder whether the subcommittee and the Depart- 
ment should not give thought to the fact that, now that these com- 
modities themselves are worth 20 percent less, the storage of them 
may be worth 20 percent less, or some guide rule of that sort. 

First, we have permitted the farmer to build storage with the money 
we loan him at a very reasonable rate, repayable in 5 years. Second, 
while we had the quick tax writeoff he had the advantage of that. 
And we give him the same rate on resealing grain on his farm that 
we do the warehousemen and if we reduce the rate to the warehouse 
we will give the reduced rate to him. It has been a most generous 
program and the farmers have cooperated. 

Mr. Micuet. Is this still in effect? 

Mr. McLarty. Still in effect with the exception of the quick tax 
writeoff and, of course, that was ended because of the statute ending. 

Mr. Micuet. What would that payment average to the farmers? 

Mr. McLain. The figures that Mr. Palmby gave you, the identical 
Tates. 

Mr. MicHeu. Same rate as commercial? 

Mr. McLain. Same rate. 

Mr. ANDERSEN. Would you yield on that point? 

Mr. Micugu. Certainly. 
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Mr. ANDERSEN. Does the Government take into consideration the 
added cost the Government has when they move grain into commercial 
storage, say the transportation and the handling and such? Now, 
are you quoting figures that it cost you; for example, if you take flax 
from Tyler, Minn., and move it up to another city, do you pay the 
farmer—— 

Mr. McLain. The only thing we pay the farmer, Mr. Andersen, is 
the storage. 

Mr. ANDERSEN. Same actual cost. 

Mr. McLain. Yes. 

Mr. ANDERSEN. The point I am leading up to is this: Would it not 
pay the Government to be a little on the liberal side with the farmer 
and still not cost the Government anything by preventing too much 
expensive moving and handling of that grain? 

Mr. McLarn. Well, I do not think the General Accounting Office 
would agree to this. I doubt whether your investigating 

Mr. ANDERSEN. Do you not think it would be well to accentuate 
all possible storage on the farm? 

Mr. McLain. As I have pointed out here we have been the most 
generous that the Department has ever been in this area, but I think 
we could not pay a different rate on the farm than we do in the ware- 
house. 

Mr. ANDERSEN. I agree with you on that but Commodity Credit 
‘an use every consideration in deciding when to call in grain-——— 

Mr. McLatn. Oh, yes, we are very generous in letting them reseal 
it. We are in the process of doing this. 

Mr. ANDERSEN. That was the point I wanted to emphasize. 
Mr. Marsa. I have one other question, Mr. Chairman. 
Mr. Wurrren. Mr. Marshall? 





CONVERSION OF SURPLUS GRAINS TO ALCOHOL 


Mr. MarsHatu. I notice you are going to dispose of a quantity of 
surplus grains for purposes of diverting into alcohol. Has something 
happened in the past year that would make that more feasible than in 
the past? 

Mr. McLain. We have been under constant requests for several 
years by men on both sides of the aisle to find out in the area that we 
are now talking about whether it is practical on a real commercial 
basis to make this conversion. We have not decided for sure to do it. 
We have offered to look at bids that might determine whether we would 
do it. Quite frankly, we have resisted this right up until now but the 
higher this pile of stuff gets the more the demand is to at least try to 
see if there is not a way to see if more of it can be used commercially. 
We do not known whether we will accept any of these bids. 

Mr. MarsHati. This subcommittee had the privilege of visiting 
the research laboratory in Peoria and while there we asked the ques- 
tion about converting grains to alcohol and they said it could be done 
but with the cost of grains it was not feasible. I was wondering if 
there will be any development? 

Mr. McLarn. Our research people have said that they do not have 
accurate cost figures on the real commercial operation and this is the 
whole purpose of this trial. All they have is a miniature operation. 
If we can demonstrate on a commercial operation basis what the actual 
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costs are and we have the figures which the contract will call for, then 
we can once and for all tell people whether it is practical or not. 

We have not been able to do that up to now 

Mr. Wurrren. Gentlemen, we wish to thank you. In view of 
the fact that we have Mr. Benson, the Secretary, before us tomorrow 
and the next day, and in view of your own conflicts next week, we will 
recess over until we can work out an agreeable date. 





Monpay, Marcu 21, 1960. 


Mr. Wuirren. We have with us again Mr. McLain, Assistant 
Secretary, and his associates with reference to the Commodity 
Stabilization Service. 


ACREAGE ALLOTMENTS AND MARKETING QuorTas 


Program and financing 


! 
1959 actual | 1960 estimate | 1961 estimate 


Program by activities: 
1, Acreage allotments and marketing quotas (total pro- 








gram costs) | $41, 753, 172 $39, 135, 000 $40, 135, 000 
2. Relation of costs to obligations: Costs financed from | 
obligations of other years, net (—)....-.------ | BUN Ven our smtenn nah aindiaaiienad 
Total program (obligations) ___- _.....-| 41,708, 980 39, 135, 000 40, 135, 000 
Financing: Unobligated balance no longer av: ails able. ieee 6, 020 | agin cowemmnies suisleteoenakierdinnain 
7 5 
INOW CUTIMIRIOII DURROTIES « «anon ci cnn cocees wc cuesecca | 41, 715, 000 39, 135, 000 | 40, 135, 000 
New obligational authority: | ' 
Appropriation. | 39, 715, 000 39, 135, 000 40, 135, 000 
Transferred from “Conservation reserve progrs Am, ” Com- | 
modity Stabilization Service (73 Stat. 35)..........----- for ROTOR COD Boing een Deivsseaiausees 
| abel eicanncianeies 
ADDPOPTIBTION GAGTUEOIG) « oi inenivannweccenssonenansassss], Shy TS 5, 000 ~~ 39, 135, 000 | 40, 135, 000 


Object classification 








1959 actual | 1960 estimate | 1961 estimate 


| 
06 Printing and reproduction _- tbe 2 ea | $197, 330 $247, 000 $247, 000 
7 Ot her contr: wctual services: Advanced to- 

‘Administrative expenses, sec. a Agricultural Ad- | 





justment Act of 1938” (7 U. 1392) - 6, 861, 700 | 6, 886, 300 6, 934, 400 
‘Local administration, sec. $a, Ag rricultural Adjust- | 

ment Act of 1938” (7 U.S.C. 1388) ____- 3 ; 34, 649,950 | 32, 001, 700 32, 953, 6 600 

EE OROR IIS ol ae eee eats - 41, 708, 980 39, 135, 000 | 40, 135, 000 





JUSTIFICATION OF THE ESTIMATES 


Mr. Wuirren. At this point we would like to have page 5 and pages 
9 to 26 of the dana volume II, inserted in the record. 
(The pages follow: 


Acreage allotments and marketing quotas 


Appropriation Act, 1960, and base for 1961__ / $39, 135, 000 
Budget estimate, 1961____- seves 40,185, 000 


Increase. 


1, 000, 000 


58155—60—pt. 387 
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SUMMARY OF INCREASES AND DECREASES, 1961 


Decrease due to eliminating funds for liquidating corn acreage 


UNE III Sob cack aden enalio non nance bw Rein Ga — $108, 205 
Increase to provide funds for checking 75 percent of the 1961 crop of 
uniand Botton by June G0; 1901). 3 be Sec +1, 108, 205 







Project statement 


Project 1959 1960 Increase | 1961 
(estimated) (estimated) 





























Acreage allotments and marketing quotas !____- | $41,708,980 | $39, 135,000 | +$1,000,000 | $40, 135, 000 
Unobligated balance. .-__..............- . .| RN swat Cesena lds 4 <saithen tiousaee 
Total employee health benefit costs (Public 
DA Ds onthe sncrdacdewnccmece se bhdde baat behets ein baknwubhdpiowad (+48, 100] [48, 100} 
Total available orestimate___............- 41,715,000 | 39, 135,000 | +1, 000,000 | 40, 135, 000 
Transferred from ‘‘Conservation reserve pro- Pre 
program, Commodity Stabilization Service’’..| —2,000, 000 
Total appropriation or estimate. -........- | 39, 715, 000 | 39, 135, 000 | 
ce 1 Represents obligations. Applied costs for 1959 are $41,753,172. The difference of $44,192 reflects the 
i. excess of printing orders received and used in 1959 over orders placed in that year. 


= STATUS OF PROGRAM 


&: Acreave allotment and marketing quota programs have been announced for the 
~ 1960-crops of flue-cured and Maryland tobaccos, peanuts, wheat, cotton, and 
-: rice. Quotas will be proclaimed not later than February 1, 1960, for the 1960 


crops of burley, fire-cured, dark air-cured, Virginia sun-cured, cigar binder, and 
cigar filler and binder tobaccos. 

The Arricultural Act of 1958, Public Law 85-835, approved Aucust 28, 1958, 
amends the provisions of the Agricultural Adjustment Act of 1938, as amended, 
relating to cotton acreage allotments and marketing quotas and corn acreage 
allotments. 

With respect to the 1959 and 1960 crops of cotton the Secretary is authorized 
and directed to offer the operator of each farm for which an allotment is estab- 
lishec under section 344 of the Agricultural Adjustment Act of 1938, as amended, 
a choice of (A) the farm acreage allotment determined pursuant to such section 
and price support determined pursuant to section 101 of the Agricultural Act 
of 1949 or (B) the farm acreage allotment determined pursuant to section 344 
of the Avricultural Adjustment Act of 1938, as amended, increased to by not to 
exceed 40 percent and price support at a level which is 15 percent of parity below 
the level of support established for producers who elect choice A. 

With respect to corn, the Agricultural Act of 1958 provided for a referendum 
of producers of corn in 1958 in the commercial corn-producin® area to determine 
whether such producers favored a price support provtram under such act for 
the 1959 and subsequent crops, in lieu of acreave allotments as provided in the 
Agricultural Adjustment Act of 1938, as amended, and price support as provided 
in section 101 of the Avrricultural Act of 1949, as amended. In a referendum 
held November 25, 1958, a majority of the producers voted in favor of price 
support under the Avricultural Act of 1958. Corn acreare allotments, there- 
fore, have not been established for the 1959 and subsequent crops. 












fase aoe se 


LERIIPRAITYE AP TNAINIAL 


Tobacco acreage allotments and marketing quotas (953 counties) 


The marketing quota provisions of the Avricultural Adjustment Act of 1938, 
as amended, treat each kind of tobacco as if it were a separate commodity. Quo- 
tas must be proclaimed (not later than December 1 of any marketing year with 
respect to flue-cured tobacco and February 1 with respect to other kinds of 
tobacco) whenever the total supply at the beginning of the marketing year ex- 
ceeds the reserve supply level. 

However, a quota may not be proclaimed for any year within a 3-year period 
for which quotas have been disapproved if producers have disapproved quotas 
for 3 years in succession after 1952, unless one-fourth or more of the farmers 
engaged in producing such tobaceo prior to November 10, petition the Secretary 
of Avriculture to proclaim a quota. 

The marketing quota proclamation specifies in pounds of tobacco the quantity 
which may be marketed during the next following marketing year. It is an 
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amount which will make available for marketing during that year, a supply 
equal to the reserve supply level. The Secretary is authorized to convert the 
State poundage quota into a State acreage allotment on the basis of av erage 
yield per acre of tobacco in the State during the 5 years preceding the year in 
which the quota is proclaimed with appropriate adjustments for abnormal condi- 
tions of production. 

Quotas proclaimed for 1958 and 1959 are as follows: 











Number of pounds Approximate number of 
acres 
Kind of tobacco 

1958 1959 1958 1959 
INI 9 ra deien megane cmaceeicelaans 978, 400, 000 |1, 014, 000, 000 713, 500 714, 327 
Nii. ccchahcenccnsenenediniotbaoneneekaadie 476,000,000 | 492,000, 000 309, 600 309, 919 
Seenred (typed Bi-Os) «0. .nccccaccccdusdscunes 44, 200, 000 46, 250, 000 32, 731 82, 751 
PINOT COTO D8 vids nccicemcneéccdeneenbewse 10, 299, 000 11, 119, 000 9, 106 9,114 
BE EE MINOR, . nmin cncccwmadacaniomnutomane 22, 100, 000 22, 676, 000 15, 800 15, 805 
SEEN SONIC. 1p ca winccdondcnbecunndsailens 3, 814, 000 4, 106, 000 4, 196 4, 202 
Cigar filler and binder (types 42-44, 53-55)_....-. 31, 500, 000 39, 500, 000 23, 900 24, 943 
Cigar binder (types 51 and 52)_.-.........-....- 21, 300, 000 21, 600, 000 12, 100 11, 992 
IN Se a 40,100,000 | 42, 600, 000 48, 400 48, 409 
RN TENE (OVO OID 6 oo ceiccacccnnchanssnsesnanloaneneedseseua he ee Fee candnonnnsd 26, 092 





1 On Nov. 23, 1959, a quota of 1,078.6 million pounds was proclaimed for the 1960 crop of Flue-cured tobacco. 
This results in 715,110 acres available for allotment. 
2 The quota of 42,360,000 pounds announced Jan. 4, 1960, results in 48,858 acreas available for allotment, 


Referendum.—Within 30 days after issuance of proclamation of quotas, a 
referendum must be held. Farmers vote for quotas for 3 years and quotas become 
effective only if approved by at least two-thirds of the farmers voting. 

In a referendum held December 15, 1958, 95.4 percent of growers voting favored 
marketing quotas on Flue-cured tobacco for 3 marketing years beginning July 1, 
1959. On February 24, 1959, 98.7 percent and 97.7 percent of growers voting 
approved quotas for 3 marketing years for burley and Virginia sun-cured tobacco, 
respecti ‘ely. Referendums covering quotas on the 1960—62 crops of cigar filler 
and bin ier (types 42-44 and 53-55), cigar binder (types 51 and 52) and Maryland 
tobaccos will be held in February 1960. Quotas through the 1960 crops of Fire- 
cured and dark air-cured were approved by growers earlier. Quotas were dis- 
approved by growers for 1959 crops of cigar filler (type 41) and Maryland tobaccos. 

Acreage allotted——The number of allotment farms and the acreage allotted, by 
States, for the 1958 and 1959 crops of the various kinds of tobacco are presented 
in the following table: 


Number of allotment farms and acreage allotted, 1958 and 1959 crops 

















1958 crop 1959 crop 
State and kind of tobacco 
Estimated Acreage Estimated Acreage 
number of allotted number of allotted 
farms farms 
Flue-cured: 

ccc ieee ei Sakae ae ba cule 294 501.1 294 501.6 
ee 6, 969 15, 142.1 6, 969 15, 158. 5 
Georgia. __--- > din ih ic Sasha elicl Dipua balsa initiate aa 28, 635 72, 265. 4 28, 635 72, 343. 8 
Uh SN oh 121, 779 469, 851.6 121,779 470, 361.7 
Dae GNRORR os ok cus as eas aueudeaaass 27, 120 82, 629.4 27, 120 82, 719.0 
RS no deo en ee ee i 23, 774 71, 381.5 23, 774 71, 456. 1 
PUNNIA ci- tiseksaiecs cence xk a ST ccaeeaee 1, 786.1 

OUR: .cvicaipnnbdinliieicsidcsPadattiieeauel am... 571 711, a, 13. . 208, 571 714, 326.8 

Burley 

NN ia gl Sh 36 30.4 36 30.0 
RIGO 3 Kantegcingsumneccwaptedaun ain 75 52.8 75 53.0 
ON ee i ee ee 207 86.9 207 87.0 
es an ee eae 12 5.9 12 6.0 
aa TRE Ri See BS eR ein 9, 664 7, 741.1 9, 664 7, 748.0 
RDN a hah a 53 91.7 | 53 92.0 
IRIN nn lA carat chee meee ee 146, 765 200, 406. 1 146, 765 200, 586. 0 
BIOOUNE 3. 2 scape iceceacebarnsevecdeeaesasa 1, 672 3, 190.6 1, 672 3, 194.0 
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State and kind of tobacco Estimated Acreage Estimated 
number of allotted | number of 
farms farms 


Burley—Continued 


at WAM Srnterdarceeanucesseraccas CRED, 17, 561 32, 642. 0 17, 561 













c: Fire-cured (type 21): 
&. Virginia___- Sle einai ae 7, 344 9,081.7 | 7, 344 
. a ‘ ‘ ‘ 


<3 Teeel 2... ; Ss ee | 7,344 9,081.7 | 7,344 


Dark air-cured: 






pode... ..... iiasace laeicnntinas teil iat teed ace 112 46, 2 112 
NN wt aA 19, 508 | 13, 439. 5 19, 508 
IRI 2 Fala os oon 8 site 4,783 2, 264. 1 4,783 
: SN al ek Bh ‘ 
s eusaumaten - - a 
7 I es dak bs ea Sieh ncn icwnecectes 24, 403 15, 749. 8 24, 403 
Virginia sun-cured: 
cates ite nce abeanonk snus seus: 2, 289 4, 186. 1 2, 289 
>; PN NS a a er tela 
at I a eect hs Sac ee eee 2, 289 4, 186. 1 2, 289 
<. 
co: Cigar filler and binder (types 42-44, 53-55): 
oe I ac es 3 7.1 3 
ae IN eee ee ete i es 2 1.5 2 
=. eee ene es Set ae 1 8.5 1 
ase Minnesota__-__- AAS dedeaee Cuthada manmade 117 238. 7 117 
ae rN 72 96. 5 72 
a 1, 446 5, 085. 8 1,446 


IIe routines 120 251.9 120 
a 6, 563 18, 063. 6 6, 563 
New farms 


nc ces 





Cigar binder (types 51, 52): 


RN as ap are 1, 339 7, 712.6 1, 339 
URES 2s BNE DS 986 4,044.1 986 
BO a a EOS re ] 9 1 
DOIEAIEI SOME Dif eS Pe 1 cm 1 
SNR oP tater hie ne a fe ae 1 5.8 1 
New farms_. E SS ee “ 

Me oa eee Et ee tule 2, 328 11, 763.6 2, 328 

Maryland: 

Damien. fee. Saks 6, 852 48,135.8 6, 852 
Delaware ; SPebctkddeudtudee ent ] l ] 
Virginia___. PE re a 91 33. 1 91 


New farms___-_- 














2 | ee eS bin da deacde ce 6, 944 48, 169.0 3, 944 





Cigar filler (type 41): 
Pennsylvania. 
New farms 


ami aeons = a ; 3, 993 


Vumber of allotment farms and acreage allotted, 1958 and 1959 crops—C ontinued 
1958 crop 1959 crop 


Acreage 
allotted 





309, 919.0 


North Carolina. ___.___- - 17, 863 10, 149. 7 7, 863 
Ohio — seen. : 11, 156 9, 962.9 | 11, 156 | 
Pennsylvania_-_.._-- seneeon = 2 2.0 | 2 
oe ee eee Soaue 7 3.8 | 7 
ee 4 yoo e os “ sig 92,915 63, 291.3 92, 915 
Texas. __ elena , baieitdei umes oe | 2 4 | 
Virginia. eek dick nieteoa ee: ; 17, 226 11,000.0 | 
West Virginia_____ — pert ie 4,545 2,849.8 
New farms ‘ 
Total Sx peacetime E Piece 302, 200 308, 865. 4 302, 200 
Fire-cnred (types 22, 23 and 24): 
Illinois : eae le ee ae te re 1 3 1 
< Kentucky ot wetted ak ks | 8, 874 15, 363. 7 8, 874 
° Tennessee___..____. ae ee ae 8, 686 17, 278. 1 8, 686 
a. New farms Z bakaebwok Sie tpia sieges | 
«. ‘ 


10, 159.0 
9, 972.0 

2.0 

4.0 

63, 347.0 
1.0 

11, 010.0 
2, 853.0 


775.0 


1.0 

. 376.0 
, 292.0 
$2.0 
2, 751.0 


oo | 
bt 


, 091.0 
23.0 


9, 114.0 


46.0 

13, 453.0 
2, 266.0 
40.0 

15, 805.0 


, 192.0 
10.0 





















4, 202.0 


8.0 
248.0 
100.0 


7, 784.0 
4, 080.0 
1.0 

1.0 

6.0 
120.0 


11, 992.0 


48, 315.0 
1.0 
33.0 
60.0 


48, 409.0 





25, 831.0 
261.0 


092.0 
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10, 159.0 
9, 972.0 
2.0 
4.0 
13, 347.0 
1.0 
11, 010.0 
2, 853.0 






19, 919.0 


1.0 

5, 376.0 
7, 292.0 
$2.0 

2, 751.0 


9, 091.0 


23.0 
9, 114.0 


46.0 
3, 453.0 
2, 266.0 
40.0 


5, 805.0 


4, 192.0 
10.0 
1, 202.0 


1.U 

1.0 

8.0 
248.0 
100.0 
), 287.0 
262.0 
8, 781.0 
249.0 


t, 943.0 


", 784.0 
|, ORO. 0 
1.0 

1.0 
6.0 
120.0 


, 992.0 


, 315.0 
1.0 
33.0 
60.0 


, 409.0 


, 831.9 
261.0 


092.0 
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The amount of the national quota, less that portion set aside for new farms 
and small farms, is apportioned among the States on the basis of the production 

each State during the 5 calendar years preceding the calendar year in which 
the quota is proclaimed. Adjustments in State production data must be made 
to the extent necessary to make correction for abnormal conditions of production, 
for small farms, and for trends in production, giving due consideration to seed- 
bed and other plant diseases. 

\fter the State quota is converted to a State acreage allotment, farm acreage 
lotments are established on the basis of past acreage, adjusted for abnormal 
weather and plant diseases, land, labor, and equipment available for production 
of tobacco; crop-rotation practices and the soil and other physical factors affecting 
the production of tobacco. Local committees allot the acreage among the farms 
on which tobaeco is produced. Where farm acreage allotments are established, 
the farm quota is the actual production of tobacco from the farm acreage 
allotment. 

Tobacco marketed in excess of the farm marketing quota is subject to a penalty 
per pound of 75 percent of the average market price for such kind of tobacco 
for the preceding marketing vear. 

Whenever the Secretary determines that, under the marketing quotas and 
acreage allotments established for any kind of tobacco, the production of any 
one or more of the types comprising such kind of tobacco will not be sufficient 
to meet market demands and carryover requirements for such type or types of 
tobacco, the Secretary must make appropriate increases. The increases are made 
on the basis of production of such type or types of tobacco during the same period 
of vears considered in establishing farm marketing quotas and acreage allotments 
for the kind of tobacco involved. 


Peanut acreage allotments and marketing quotas (496 counties) 

Quotas must be proclaimed each calendar year between July 1 and December 1 
of each vear regardless of the supply situation. The national marketing quota 
must be equal to the average quantity of peanuts harvested for nuts during the 
5 vears immediately preceding the year in which the quota is proclaimed, adjusted 
for current trends and prospective demand conditions. 

\ national marketing quota for the 1960 crop of peanuts of 934,000 tons and a 
national acreage allotment of 1,610,000 acres were announced on October 6, 
1959. Both the marketing quota and the national acreage allotment for the 1960 
crop are at the minimum levels permitted by law. 

A referendum must be held not later than December 15 to determine whether 
farmers are in favor of or opposed to marketing quotas with respect to the crops 
of peanuts produced in the 3 calendar years immediately following the year in 
which the referendum is held. Preliminary returns indicate that in a referendum 
held December 15, 1959, approximately 95 percent of the farmers voting ap- 
proved marketing quotas for 3 marketing years beginning with the 1960 mar- 
keting year. 

The national marketing quota must be converted to a national acreage allot- 
ment by dividing the quota by the normal yield per acre of peanuts for the United 
States determined on the basis of the average yield per acre in the preceding 5 
calendar years with necessary adjustments for trends in yields and for abnormal 
conditions of production. 

The national acreage allotment less the acreage set aside for new farms is ap- 
portioned among the States on the basis of the State’s share of the national 
acreage allotment for the preceding year. 

The State acreage allotment is apportioned through local committees among 
farms on the basis of past acreage of peanuts, taking into consideration previous 
allotments, abnormal conditions, land, labor, and equipment available for the 
production of peanuts, crop-rotation practices, and soil and other physical factors 
affecting the production of peanuts. 

Whenever the Secretary determines that, on the basis of average yields per 
acre by types, adjusted for trends and abnormal conditions, and supply of any 
type or types is insufficient to meet the demand for cleaning and shelling purposes 
at which the Commodity Credit Corporation may sell its stocks of such peanuts, 
the Secretary is required to make appropriate increases in State acreage allot- 
ments. No State, however, may be increased above the acreage harvested in 
the State in 1947. 

The amount of the farm marketing quota applicable to an individual farm is 
the actual production from the acreage allotment for such farm. 

The marketing of peanuts in excess of the actual production from the acreage 
allotment for a farm, or the marketing of peanuts from a farm for which no 
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acreage allotment was determined, is subject to a penalty at a rate equal to 75 
percent of the support price for peanuts for the marketing vear beginning in the 
calendar year in which such peanuts are produced. 

Quotas are not applicable to any farm on which the acreage of peanuts harvested 
for nuts is 1 acre or less. 


Estimated number of allotment farms and acreage allotted by State 





Number of 1959 1960 
State allotment acreage acreage 
farms allotment allotment 





8 EES I ES eee ee * 218, 633. 2 218, 2 
Arizona | 4 718.0 717 
Arkansas ; 4, 223 
California | ; 940 
Florida : 55, 336.4 | 55, 201 
Georgia : ‘ ; 527, 762 
Louisiana ’ i 

Mississippi ; 7, 560 
M issouri : 247 


4, 996 
North Carolina 7 B ; 168, 966 
Oklahoma 58. 138, 058 
I oo oceania hav. : ; 13, 805 
3, 606 


356, 022 
105, 625 
2, 012 


1, 610, 000 
1 Includes an increase of 1,931 acres for Valencia-type peanuts (announced Apr. 15, 1959). 


Wheat acreage allotments and marketing quotas (2,658 counties) 


Quotas must be proclaimed not later than May 15 of any calendar year when- 
ever the total supply for the marketing year beginning in such calendar year 
exceeds normal supply by more than 20 percent or the total supply is not less 
than normal supply and the average farm price for 3 successive months does not 
exceed 66 percent of parity. 

Public Law 86-27, approved May 15, 1959, provided that the proclamation of 
acreage allotments and marketing quotas on the 1960 crop of wheat be deferred 
until June 1, 1959. Ordinarily, the proclamation must be made not later than 
May 15. Public Law 86—27 was enacted because it was felt that by June 1 the 
probable extent and effect of the drought in a substantial portion of the wheat 
belt would be better known. 

On June 1, 1959, marketing quotas were proclaimed for the 1960 crop of wheat 
based upon the following determination of normal supply for the 1960 crop and 
the marketing quota position as indicated by the supply percentage. 


Normal supply and marketing quota level 
Million bushels 


. Estimated domestic consumption, 1958-59 marketing year _ - 1 620 
Estimated exports, 1959-60 marketing year 425 


. Total (item 1 + item 2)_..........-.... 1, 045 
. Allowance for carryover (20 percent of item 3) 


. Normal supply (item 3 + item 4)-_-- 
Marketing quota level (120 percent of item 5) 


Total supply and supply percentage 
. Estimated carryover, July 1, 1959 
8. Estimated production, 1959 _ - 
Estimated imports, marketing year 1958—59- -- -- 


10. Total supply (item 7 + item 8 + item 9) 


11. Supply percentage (item 10 + item 5) 
1 Adjusted to provide a more normal amount of wheat for domestic use. 
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Determination of national wheat acreage allotment 


Million bushels 
1. Normal year’s domestic consumption. -_-_..........--......-.- 617 
iD DUMRETIIAL SE NII a aS hace aap ein ade ae wae eadankee m 404 
es IMU CRU IRUN 0), St RRENNNN GO sk 1, 021 
4, 30 percent of normal year’s domestic consumption and exports-__ 306 
5. Normal year’s domestic consumption and exports plus 30 per- 
IN ANE ak i EM iene al wa Gh 2s sage ioc enol ae a ee 1, 327 
- mnaestea carryover, duly 1; 1960... .. 46 een dtc cecwessanuaw 1, 450 
7. Estimated imports, marketing year 1960—61_______- 10 
8. Total (item 6 + item 7)___-_- late eae areas 1, 460 
9. Indicated production needed in 1960 (item 5 — item 8)_------ 
10. National average yield per planted acre (bushels) -_-..-.------ 17. 0 
11. Indicated national acreage allotment for 1960 crop___--------- 0 
12. Minimum national acreage allotment (established by law) -__---- 55, 000, 000 


The 1960 allotment acreage for each producing State as announced on June 1, 
1959, is presented in the following table, along with comparable 1959 data: 























{In acres] 
| 
State | 1959 allot- | 1960 allot- || State 1959 allot- | 1960 allot- 
ment ment ment ment 

ROR Sooke us ccec eee 43, 779 50, 295 | North Dakota_........--- 7,259,722 | 7,337,153 
SSR ame: | [23/708] Sana Wie. «i..:....,....2.006 1, 559,396 | 1,535,670 
NN i | 64, 462 66,909 || Oklahoma..___.._._._._-- 4, 874, 378 4, 865, 307 
ND i iaimnimeineccm pele | 434, 466 429, 982 || Oregon...............-.-- | 821, 771 833, 433 
a | 2,695, 718 2, 676, 977 || Pennsylvania __.....__.-} 582, 204 568, 549 
a eee 35, 814 34, 182 || South Carolina 139, 266 138, 156 
| Se 110, 651 109, 086 ||} South Dakota-__-_-_- 2, 718, 228 2, 727, 258 
a a 1, 172, 393 1 270, SIO NDS os Siccaiencieieiin’ 198, 181 193, 084 
ee ee | 1,422,658 | 1,434,524 || Texas._.......-.--.-..... 4,099,366 | 4, 092) 488 
NS < in 6 benee capa 1, 156, 565 SE i I, osc éanenesnn 313, 544 309, 310 
DN orn auh uk Rapa ied 153, 900 | WAU ROOM: 5. cc ccauelicd 259, 999 256, 173 
OS i la cae 10, 573, 510 | 10,636,275 || Washington-............. 2, 002, 740 1, 997, 539 
Ne | 216, 924 | 216, 498 || West Virginia. -_.......... 39, 874 37, 741 
ee ou 5 Oe | 185, 359 | 179, 170 |i Wiscowpin.................. 51, 603 47, 054 
NN ee ea | 981, 724 | 965, 634 || Wyoming. -.............. 289, 758 | 284, 996 
a 718, 733 | 720, 356 — —_|-—_—_— 
NG cos chaste 38, 735 | 49, 540 | Total commercial 
aes 1, 332, 709 1, 335, 952 || ee ER ES. 54,934,986 | 54, 957, 335 
eats | 4,033,335 | 4,009,398 || Total noncommercial | 
|” RR | 3, 204, 664 SS th 5 ND od oairccitan estes 58, 245 34, 989 
OU OS aaa 53, 534 52, 456 | National reserve.........- | 6, 769 7, 676 
New Mexico. __.......... | 476, 822 478, 681 || — 
ge tee | 322, 145 | 320, 595 || OS at | 55, 000, 000 55, 000, 000 
North Carolina.._........ 296, 356 | 295, 879 | | 





1 Not in commercial area in 1959. 


A referendum must be held between the date of the issuance of the proclamation 
of the national marketing quota and July 25 to determine whether farmers favor 
or oppose such quota. In a referendum held July 23, 1959, 80.7 percent of the 
farmers voting favored marketing quotas on the 1960 crop of wheat. 

The national acreage allotment (less a reserve of not to exceed 1 percent thereof) 
is apportioned among States on the basis of the acreage seeded for the production 
of wheat during the 10 calendar years immediately preceding the calendar year in 
which the national acreage allotment is determined with adjustments for abnormal 
weather conditions and for trends in acreage. 

The State acreage allotment, less a reserve of not to exceed 3 percent thereof, 
is apportioned among the counties on the basis of the acreage seeded for the 
production of wheat during the 10 calendar years immediately preceding the 
calendar year in which the national acreage allotment is determined with adjust- 
ments for abnormal weather conditions and trends in acreage during such period 
and for the promotion of soil conservation practices. 

The allotment to the county is apportioned, through local committees, among 
farms on the basis of past acreage (4 years) of wheat, tillable acres, crop-rotation 
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practices, type of soil, and topography. Not more than 3 percent of the county 
allotment must be apportioned to farms on which wheat has not been planted 
during any of the 3 marketing years preceding the marketing year in which 
the allotment is made. 

The farm marketing quota is the actual production from the acreage planted 
to wheat on the farm less the farm marketing excess. The farm marketing excess 
is the normal yield times the excess acres but it may not exceed the difference 
between the actual production on the farm less normal production of the acreage 
allotment. The rate of penalty on wheat is 45 percent of the parity price per 
bushel on wheat as of May 1 of the calendar year in which the crop is harvested, 
The penalty may be avoided by (1) storing farm marketing excess in accordance 
with regulations established by the Secretary or (2) delivering such excess to the 
Secretary for his disposal. The farm marketing excess is subject to penalty even 
though it is used on the farm. 

A wheat marketing quota is not applicable to any farm on which the acreage 
planted to wheat does not exceed 15 acres or the normal production of the acreage 
planted to wheat of the current crop is less than 200 bushels. Public Law 85-203 
permits farmers whose acreage allotment is less than 30 acres to grow up to 30 
acres of wheat without being liable for marketing quota penalties for use ex- 
clusively on the farm where produced. If, for any marketing year, the acreage 
allotment for wheat for any State is 25,000 acres or less, the Secretary may desig- 
nate such State as outside the commercial wheat-producing area for such marketing 
year. 


Cotton acreage allotments and marketing quotas (1,090 counties) 


A national marketing quota must be proclaimed not later than October 15 
whenever, during any calendar vear it is determined that the total supply exceeds 
the normal supply for upland cotton and for extra long staple cotton, whenever 
the total supply exceeds normal supply by more than 8 percent. 

Upland cotton.—On october 14, 1959, a national marketing quota of 13,133,000 
bales and a national acreage allotment of 16 million acres were announced. 

The Agricultural Act of 1958 approved August 28, 1958, provides that beginning 
with the 1959 crop, the national marketing quota shall not be less than the number 
of bales required to provide a national acreage allotment of 16 million acres. The 
act also provides for a national acreage reserve of 310,000 acres to be apportioned 
among States on the basis of the estimated needs of each State for additional 
acreage to establish minimum farm allotments under section 344(f)(1) of the 
Agricultural Adjustment Act of 1938, as amended. The national reserve is in 
addition to the national acreage allotment. 

For the 1959 and 1960 crops of upland cotton, the act also provides that the 
Secretary shall give each producer a choice of (A) planting within his acreage 
allotment and receiving price support determined under section 101 of the Agri- 
cultural Act of 1949, as amended, or a choice of (B) increasing his acreage by 
not to exceed 40 percent, as determined by the Secretary, and receiving price 
support at 15 parity points below the level under choice (A). This provision 
applies only if marketing quotas are approved. The maximum permissible 
increase of 40 percent was in effect for the 1959 crop and the same percentage 
increase has been announced for the 1960 crop. 

For the 1959 crop, farm operators with base acreage allotments totaling 
2,544,573 acres indicated a preference for the choice (B) program. Choice (B) 
farm operators represented 7.2 percent of all allotment farms and 15.6 percent of 
the original allotted acres. These farmers have received revised allotments of 
3,562,403 acres equal to 140 percent of their base allotments—an increase of 
1,017,830 acres. 
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» county Total supply, 1959-60 marketing year 
¢ 7 Bales in 
ra thousands 
vhich ‘ . . 

1. Carryover, Aug. 1, 1959 Ft : ‘ ; see 8, 611 
planted 2. Indicated production, 1959 5; E ; ela eeae cera = 114, 483 
F excess 3. Estimated imports ‘ : etna Saas bs 60 
ifferenc as : : i ay 
acreage }, Total (item 1+item 2+item 3) : Sieg tia 2 
rice per i. i . 
rvested Normal supply, 1959-60 marketing year 
— 5. Domestic consumption, 1959_ _ ___- sae Si shia ot ras J 8 900 
te ee 6, Estimated exports __ ETE ees ee an 

even Kas 
Lees i Total (item 5+ item 6) - ~~~ : Ooh a care ede 14, 400 
oa &. Allowance for carryover (30 percent of item 7) ae ght ta 4, 320 
‘reage : hotness 
9 ae _ ALeF 7 one 
a = 9. Fotar Gtem 7T--item 3)... 26-55 ses cu sce ee 18, 720 
. oa 10. Supply percentage (item 4--item 9) _-_---- d : 55 a 123. 6 
se ex- 


| October crop estimate. 


acreage ; os ‘ 
. ? Excludes current crop ginnings prior to August 1, 


Vv desig- 


rketing State acreage allotments were announced on October 15, 1959 for upland and 


October 16 for extra long staple. 














ober 15 1959 crop | 1960 crop 
exceeds eae : ll ea a 
heneve State Total allot- | Total allot- 
ment avail- ment avail- 
133,000 able for Choice B Totalallotted| able for 
| distribution | increase | acreage | distribution 
rey to States | | to States 
Pinning | | 
number 
: The Alabama : scesukny 985, 191 | 14, 266 | 999, 457 | 989, 046 
Le Arizona 330, 835 | 31, 805 | 
rt ioned Arkansas... : . : ; -| 1, 339,171 | 97, 783 ie l,é 
ditional California. - = cheats : oat 733, 618 | 180, 024 | 913, 64: 
of the Florida : | 37, 380 274 37, 654 | 
ae Georgia : 850, 600 | 4,751 855, 351 | 859, 927 
ve 18 Illinois pe: 3, 143 | 165 3, 308 | 3, 142 
Kansas__ ; ‘ 26 | 9 | 35 | 26 
hat the ee y : tguaan 7, 552 | 1, 639 | 9, 191 7, 634 
, ; Louisiana. . | 578, 579 22, 675 601, 254 574, 980 
acreagi Maryland............------ 4 15 15 
e Agri- NO Do ccicccconuesnds chine aan 1, 570, 967 77, 423 1, 648, 390 | 1, 576, 254 
‘age by Missouri Rasen ee ee 357, 796 | 63, 568 421, 364 | 357, 495 
, ny Nevada. ‘ j a 3, 343 3, 416 | 3, 343 
£ price New Mexico___---- e a za 171, 380 | 19, 691 | 191,071 | 169, 013 
Ovision North Carolina. - - -- eg | 470, 315 12, 045 482, 360 474, 715 
nissible Oklahoma........-..- cae eee ae tame 752, 784 | 24, 753 777, 537 775, 226 
; South Carolina. _-_-- -- 5 soda 698, 238 | 20, 630 718, 868 701, 609 
rentage ND cc xe onan a 6a) 554, 635 26, 103 580, 738 550, 745 
Texas ee kkepr eats padee ih cetial 6, 846, 757 419, 239 | 7, 265, 996 6, 817, 477 
otaling Virginia_- seeds cutee Prin eileen area ae 17, 675 914 | 18, 589 17, 936 
ice (B) Total State allotments. _-_- ; ; 16, 310, 000 1,017, 830 17, 327, 830 16, 310, 000 
cent of Estimated choice B increase__-- ease a . . 1, 020, 000 
ons of TOW. Al ee ek) eee | Or a 17, 330, 000 
ease ol | 





Extra long staple cotton—-On October 14, 1959, a national marketing quota 
of 66,590 standard bales of 500 pounds gross weight and a national acreage 
allotment of 64,776 acres were proclaimed for the 1960 crop. 

Quotas and allotments will apply principally to American-Egyptian, Sea 
Island (in the continental United States and Puerto Rico) and Sealand cotton. 











584 


Total supply, 1959-60 marketing year 














Bales 
ir it Ms. o.oo cockcakbhbaen seaseeuwaceates 106, 300 
PORE TITENOLION (RUUO. 8. oo on eck uct wedn cusGuecuace 173, 400 
eI TRINT EIN ss ca ca oun ~ a cuaiguiunmiamemes amet 85, 600 

es MEROR. 0 ote RUN 0c sk oc oe owen whee coceebcccdackan 265, 3 
Normal supply, 1959-60 marketing year “ 
5.) PPORIneD. COUMUINBUINN. 1000 oo <n oc oo en etn we ckccccueecs 115, 000 
SURI AR RENNIN. ghee Soe. Se keds Lae emai 5, 000 
eae RR ROMAN) 36 a "ERAN a es ban cee hic ccemny ee hee 120, 000 
8. Allowance for carryover (30 percent of item 7)__....__.._.._..___- 36, 000 
See RS LOU 86 BOON o.oo we Sa hia oda y knee cease eee e 156, 000 
10. Supply percentage (item 4 + item 9)_.._-__--___-.__----------- 170 

1 October crop estimate. 
Acreage allotied, by State, 1959 crop compared with 1960 

Number of | 1959 acreage | 1960 acreage 

State designated allotted allotted 

counties 

i a ae nl el he selina aegis 9 29, 908 27, 326 
SN sla mc occas despot eaaeankcbciiewnneebas techs 2 425 424 
eee Scottie emenaech aoe 15 635 554 
NR tides thnk bata uipmdtns abe nib hoeasiunahaaesabiath balan 3 116 132 
| REESE REPRESSES ae en See oem 5 14, 003 12, 478 
a nia wa mete aeianebeetee 11 24, 196 22, 243 
I bor iinnaen nein cadipasegnescodabuiemnmieitaunsn (1) 1, 539 1, 619 
Nk li i a Se Ec escape aahgcacsiveses canoe erections distin ie seleiuan nsitasoal 70, 822 64, 776 


1 North and south areas. 


Not later than December 15 following the proclamation of quotas a referendum 
must be held to determine whether farmers favor or oppose such quotas. Pre- 
liminary returns indicate that in referendums held December 15, 1959, 95.2 per- 
cent of the farmers voting favored quotas for the 1960 crop of upland cotton and 
85.2 percent favored quotas for extra long staple cotton. 

The national acreage allotment is apportioned to the States on the basis of the 
acreage planted to cotton (or regarded as planted) in the 5 calendar years imme- 
diately preceding the calendar year in which the national marketing quota is 
proclaimed with adjustments for abnormal weather. 

The State acreage allotment is apportioned to counties on the basis of the 
acreage planted to cotton (or regarded as planted) in the 5 calendar years imme- 
diately preceding the calendar year in which the national marketing quota is 
proclaimed with adjustments for abnormal weather. 

The State committee is authorized to reserve not to exceed 10 percent (15 
percent in the case of Oklahoma) of the State allotment for adjustments in county 
allotments due to trends in acreage, abnormal conditions affecting plantings, 
small or new farms, or to correct inequities in farm allotments and to prevent 
hardship. 

The county acreage allotment, less the county reserve (not to exceed 15 percent) 
is apportioned to eligible old cotton farms (previous year’s allotment) under 
section 344(f)(8) of the act. Minimum farm allotments are authorized at the 
smaller of 10 acres or the 1958 acreage allotment established for the farm (effective 
beginning with the 1959 crop). 

The reserve of not to exceed 15 percent is to be used for establishing new 
farm allotments and for adjusting old farm allotments. 

The farm marketing quota is the actual production from acreage planted to 
cotton on the farm less the farm marketing excess. The farm marketing excess 
is the normal yield times excess acres, but it may not exceed the difference between 
the actual production on the farm less the normal production of the acreage 
allotment. 

For Upland cotton, the farm marketing excess is subject to a penalty at a rate 
equal to 50 percent of parity price as of June 15 of the calendar year in which the 
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crop is produced and for extra long staple cotton the penalty rate is the higher of 
50 percent of parity or 50 percent of support price. 


Corn acreage allotments (932 counties) 


The Agricultural Act of 1958, approved August 28, 1958, provided that a 
referendum be held not later than December 15, 1958, to determine whether 
farmers favored the new program provided in such act calling for the elimination 
of corn acreage allotments and for a new method of setting support prices on the 
1959 and succeeding crops of corn. 

In a referendum held November 25, 1958, 71.1 percent of the farmers voting 
favored the new program. Under such program there will be no restrictions on 
acreage planted to corn in 1959 and later years. 


Rice acreage allotments and marketing quotas (157 counties) 


On November 5, 1959, a national rice acreage allotment of 1,652,596 acres (the 
minimum established by law) was proclaimed. On December 1, 1959, marketing 
quotas for the 1960 crop of rice were proclaimed. Individual marketing quotas 
for farms staying within their acreage allotment will be the actual production 
from the farm acreage allotment. 

Marketing quotas for rice must be proclaimed (not later than December 31) 
whenever in any calendar year it is determined that the total supply of rice for 
the marketing year beginning in such calendar year will exceed normal supply 
for such marketing year by more than 10 percent. Marketing quotas for any 
crop of rice may be proclaimed at any time during the calendar year preceding 
the calendar year in which the crop will be produced. 

A referendum must be held within 30 days after the proclamation of quotas 
to determine whether farmers approve quotas. In order to become effective, 
at least two-thirds of the farmers voting must favor quotas. Preliminary returns 
indicate that rice growers approved marketing quotas by a favorable vote of 
90.7 percent in the referendum held December 15, 1959. 

Not later than December 31 of each calendar year, a national acreage allotment 
for the crop of rice to be produced in the next calendar year must be proclaimed. 
The national acreage allotment is that acreage which will, on the basis of the 
national average yield of rice for the 5 preceding calendar years, produce an 
amount of rice adequate, together with the estimated carryover from the 
marketing year ending in the calendar year then current, to make available a 
supply for the marketing year beginning in the next calendar year, not less than 
the normal supply. 


Determination of rice normal supply, marketing quota level, total supply and supply 





percentage 
Normal supply and marketing quota level 
Thousand 

hundredweights 
1. Estimated domestic consumption, 1958-59____.___.____-_-_- 25, 881 
2 Eatimated exports, 1960-00... . 2... concen cnn ccccccccexcus 29, 000 
3. Seta) (item d: Ahem Ohe- oles: eee ste ees 54, 881 
4. Allowance for carryover (10 percent of item 3)___.__________- 5, 488 
5. Normal supply (item 3 + item 4).-._.______.______-- 60, 369 
6. Marketing quota level (110 percent of item 5)__________-_--- ie 66, 406 

Total supply and supply percentage 

a) NY 000: Mei Ti BN a ais, audsanaballinecdiauiehaites adikea tie 15, 680 
8. Estimated production in 1950. ..................._.....-.- 53, 139 
9. Estimated imports, 1960-00... . . 2 6 eon cen em esewe ne 150 
10. Total supply (item 7 + item 8 + item 9)_---...._._-- 68, 969 
11. Supply percentage (item 10 + item 5)_-_-..._..---___---__- 114.2 
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Determination of normal supply and national rice acreage allotment 


Normal supply ! 
Thousand 
hundredweights 


1. Estimated domestic consumption, 1959-60__________-----~- 26, 411 
2. Estimated exports, 1960—-61______- ere et, DS Ses he 25, 000 
im : Total (item 1 + item 2 ed oe ee, Sees he eee Sd 51, 411 
4. Allowance for carryover (10 percent of item 3)__._..--------- 5, 14] 


5. Total (item 3 + item 4)_-..__..__-- Be Saat ods 56, 552 
National acreage allotments 


6. Estimated carryover on Aug. 1, 1960 


thousand hundredweights_- 13, 000 
7. Indicated production needed in 1960 (item 5 — item 6) 

thousand hundredweights 43, 552 
8. National average yield per planted acre_- pounds 3, 153 
9. Indicated acreage allotment (item 7 — item 8)_-.. ______acres__ 1, 381, 288 
10. Minimum national acreage allotment for 1960 do__ 1, 652, 596 


1 Normal supply is for the marketing year commencing in the calendar year for which the national acreage 
allotment is determined. 


Estimated number of allotment farms and acreage allotied by State 
; ; g q 


Estimated 














State number of 1959 acreage | 1960 acreage 
allotment allotment allotment 
farms 

steel onic ainsi cules ehieaihects oak ants doeemdda cane 
a a a GE a | 229 | 229 
I ee oe ce eg ge he a ee | 5, 604 398, 855 399, 012 
RMIRC IE ER feo sk 2h eng ee hae a 1, 520 299, 648 | 299, 766 
ies Rn Shae ee I 10 956 | 957 
eS a ee rN 1 20 | 20 
Louisiana..........- Bi ane eiceanak coke aeweteneek! vn 474, 892 | 475, 008 
RNIN Sarai Sia Gas ea cbatenscesoe amas pakbevnabacel 287 | 46, 669 | 7 


Missouri. 


RE natin atmws enueadine daaicmme i ne eines j 84 | 4, 765 
er oa ee Cae 1 38 
CL eee ee eee peak athtos 1 | 149 | 
a yt RE SESE renee ieiatiche pewtach hia ios 24 2, 845 
a el ee re ee § | 517 | 
a ceieneeo d 1, 909 422, 147 






6 Sn weseenecesosoun Emin SGlemiaw ps sinik whee cae Toh ew wanda 4am ae 866 





Teal: =... 


dudiainine imdddetiiendaiiiacn amb ies eedbnen 16, 689 1, 652, 596 
























The national acreage allotment, less a reserve of not to exceed 1 percent thereof 
for apportionment to farms receiving allotments which are inadequate because 
of an insufficient State or county allotment or because rice was not planted on 
the farm during all preceding 5 years, is apportioned among the rice-producing 
States on the basis of the average number of acres of rice in each State during the 
preceding 5 years, with adjustments for trends in acreage during such period. 

The State acreage allotment is apportioned in one of two ways: 

1. To rice producers on the basis of past production of rice by the producer, 
taking into consideration the acreage allotments previously established for such 
producer (in the State), abnormal conditions affecting acreage, land, labor, and 
equipment available for the production of rice, crop-rotation practices, and the 
soil and other physical factors affecting the production of rice. Not more than 
3 percent of the State acreage allotment is apportioned to persons who have not 
produced rice during any one of the past 5 years. The producer allotments 
so determined are assigned to farms on which the producers will be engaged 
in producing the crop of rice for which the allotments are established. 

2. If the Secretary, upon recommendation of the State committee determines 
that such action will facilitate the effective administration of the act, the State 
acreage allotment is apportioned to farms on which rice has been produced during 
any one of such period of years on the basis of foregoing factors using past pro- 
duction of rice on the farm and the acreage allotments previously established for 
the farm in lieu of past production of rice by the producer and the acreage allot- 
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ments previously established for such producers. Nor more than 3 percent of 
the State acreage allotment is apportioned to farms on which rice has not been 
produced for the past 5 years on the basis of the applicable factors heretofore 
mentioned. 

The farm marketing quota is the actual production on the farm less ‘farm 
marketing excess.”’ The farm marketing excess is the normal production of the 
number of acres planted in excess of the farm acreage allotment, except that the 
farm marketing excess may not be larger than the amount by which the actual 
production on the farm exceeds the normal production of the farm acreage 
allotment if the producer furnishes proof of such actual production to the 
Secretary. 

Whenever marketing quotas are in effect the producer is subject to a penalty 
on the farm marketing excess at a rate per pound equal to 50 percent of the parity 
price as of June 15 of the calendar year in which the crop is produced. The 
penalty may be avoided or postponed by storage or by disposing of the commodity 
in such other manner not inconsistent with the purposes of the act, as the 
Secretary shall prescribe, including delivery to the Commodity Credit Corpora- 
tion or other agency within the Department. The marketing quota penalty was 
set at $2.88 per hundredweight for the 1957 crop. 


Quota penalty collections 


The following table shows the cumulative marketing quota penalty collections 
which, except for refunds to producers, are deposited into the general fund of 
the Treasury. 


Summary of cumulative net marketing quota penalty collections as cf June 30, 1959 
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Marketing year Tobacco | Peanuts Wheat Cotton Rice Total 

‘ — = ——_— es — an ete ae AN 

1938-39_.. $943, 225. 00 pi tn , --| $218, 382. 38 ..| $1, 161, 607. 38 

1939-40. ___ ne ‘ 518, 628. 98 |_ | 518, 628. 98 

940-41 __- : 672, 010. 20 672, 923. 32 | | 1,344, 933. 52 

941-42 184, 972. 89 $44, 110.13 |$13, 111, 042. 87 | 2, 009, 036. 69 | 15, 349, 162, 58 

942-43__. $22, 393. 90 104, 840. 90 2, 037, 182. 66 | 1, 489, 990. 83 |. | 4, 054, 408. 29 

43-44... _- 514, 563. : ahs 514, 563. 85 

1944-45__- 1, 738, 585. 09 |. __| 1,738, 585. 09 

945-46. 4,017, 148. 49 4, 017, 148. 49 

1946-47 4, 064, 339. 73 | -diee 4, 064, 339. 73 

947-48. 1, 005, 258. 52 |- | 1,005, 258, 52 

1948-49 1, 519, 056. 74 | | | 1, 519, 056. 7 

1949-50__ 2, 599, 977. 44 139, : | 2, 789, 220. 69 

950-51 aI | 288, ¢ | 904, 579. 29 | | 5, 

951-52... 4, 6 557, | | i §, 

1952-53 3, 6 137, § 3, 

1953-54 3: 296, 65 i 3, 4 

954-55 5, é 137, ¢ | 2, 785,319.18 | 525, 959. 58 |. 8, 

1955-56... 267, 886.05 | 5, 680,977.06 | 2, 216, 956.77 |$45, 359. 05 | 9, 

956-57 345, 985. 9% 7, 149, 098. 58 | 1, 230, 788.28 | 24, 502. 73 9, 

957-58 58, | 10, 884, 457. 78 | 2, 272, 997.49 | 73, 830.77 | 13, : 

1958-59 32, 7, 104, 884. 94 | 1, 058, 052. 83 |122, 223.84 | 8, 500, 922.7 

1959-60. _- 71, 275.17 a |- 71, 275. 17 
Total _|40, 089, 828. 90 |2, 410, 868. 26 | 48, 824, 238. 24 (13, 118, 206. 44 |265, 916. 39 | 104, 709, 148. 23 


| 
LEGISLATION ENACTED, 1ST SESS., 86TH CONGRESS, AFFECTING ACREAGE ALLOT- 
MENT AND MARKETING QUOTA PROVISIONS OF THE AGRICULTURAL ADJUSTMENT 
ACT OF 19388, AS AMENDED 


Peanuts.—Public Law 86-358 provides that any peanuts which are marketed 
before drying or removal of moisture, for consumption exclusively as boiled 
peanuts, are excluded from the provisions of acreage allotments and marketing 
quotas. The provision has been in effect on a temporary basis. This extends 
the definition of ‘‘peanuts’”’ to cover the 1960 and 1961 crops. 

Wheat.—Public Law 86-27 deferred until June 1, 1959, the proclamation of 
acreage allotments and marketing quotas on the 1960 crop of wheat. 

Cotton.—Public Law 86-172 among other things, permits cotton farmers to 
protect their allotment status by meeting (each year) prescribed requirements as 
to planting cotton or releasing unused allotments; provides that beginning with 
allotments for the 1961 crop, the full amount of the previous allotment would be 
used only if an acreage equal to 75 percent of the allotment was actually planted 
or regarded as planted under the Soil Bank Act or Great Plains program or the 
release and reapportionment provisions). If acreage planted to cotton on the 
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farm in the preceding year was less than 75 percent of the allotment, the base 
would be the average of the previous allotment and the cotton acreage history 
determined for the purposes of applying the 75-percent requirement; provides 
that if some cotton is planted (or regarded as planted under the Soil Bank Act 
or Great Plains program) in any one of 3 years, the farm history may be fully 
protected by releasing the unuse ‘d farm allotment each year. 

Public Law 86-341 provides that the national ms: irketing quota for the 1960 
crop of extra long staple cotton shall be not less than 90 percent of the 1959 
marketing quota. 

General.—Public Law 86-172 provides that beginning with the 1960 crops full 
allotments for wheat, cotton, peanuts, rice, and tobacco will be considered as 
planted if in the year then current or in either of the 2 preceding years the acreage 
planted (excluding released and reapportioned allotments) or regarded as planted 
to the commodity under the Soil Bank Act or the Great Plains program is not 
less than 75 percent of the farm allotment. Acreage history credited to the farm 
under this provision will also be credited to the county and State for the purpose 
of establishing future county and State allotments. 

The Commodity Stabilization Service, as a part of its regular activities, is re- 
sponsible for part of the continuing activities of the Department in the area of 
preparedness measures relating to food and the domestic distribution of farm 
equipment and supplies. Such work, financed from this appropriation, includes 
periodic evaluation of requirements and supplies of food (including fibers, tobacco, 
and oilseeds) and supporting nonfood materials and facilities. Work also includes 
analyses to determine the ability of the United States to supply necessary food 
in an emergency period and to point out problem areas. 

Mr. Wuirren. Mr. McLain, we will be glad to have you discuss 
the increased amount proposed for acreage allotments and marketing 
quotas. 

Mr. McLain. Mr. Chairman, I will turn this over to Mr. Beach, 
who will be glad to follow through on any questions you have, and he 
has other assistants who will help. 

Mr. Beacn. The amount for acreage allotments and marketing 
quotas of $40,135,000 is $1 million more than was in the Appropriation 
Act for 1960, but is less than the amount that will be used for 1960 
if the supplemental for $1 ae is approved for checking allotments 
of cotton under the choice A and choice B plan. 

Mr. Wuirten. At this point I would like to ask you, Mr. Secretary 
= keep the committee advised of developments. I think you wi 

ee that, unless some of these funds are made available in the sup- 
mA emental, it will require this committee to take another look in the 
final analysis. 

Mr. McLain. We appreciate that. 

Mr. Wuarrren. Mr. Beach, I would like you to furnish for the record 
a table showing a comparative distribution of funds by commodities 
for 1959, 1960, “and 1961. 

Mr. Beacu. Yes. We have that. 

(The information follows:) 
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base Estimated obligations, by commodity, fiscal years 1959, 1960, and 1961 
tory 
ye | Fiscal year 1960 distribution 
Fully Fiscal year Fiscal year 
: 1959 Appropria- | Appropria- 1961 
tion tion plus 
1960 supplemental 
1959 sai el casallaticsneaisbceaistalp le asics 
f Tobacco: 
full PERI GIG BONIG iii ics ciconcedirnoeon $1, 447, 945 $1, 447, 945 $1, 447, 945 $1, 458, 527 
d as CIID si ian sscichaiteniscsirecianideus oats as edidsaans 4, 619, 850 4, 911, 082 4, 911, 082 4, 900, 500 
eage Printing and reproduction--—...........-.-- 35, 681 45, 000 45, 000 45, 000 
nted ON ct cy cas eeeacdiesandemnaducateneay 6, 103, 476 6, 404, 027 6, 404, 027 6, 404, 027 
not ———————SS So eS SS 
‘arm Peanuts: 
National and State 571, 565 571, 565 571, 565 575, 750 
pose County 1, 484, 680 1, 580, 783 1, 580, 783 1, 576, 598 
Printing and reproduction - -- 16, 497 17,000 17,000 17,000 
a i etaractbaentacccenitian tdibioniinn 2,072,742 | 2,169,348 | 2, 169, 34 2, 169, 348 
‘arm Wheat: i ae PSB 
udes Notional end State. o5..<<cscsnnjcsscccce 2, 020, 640 | 2, 020, 640 2, 020, 640 2, 035, 407 ; 
ae * Ss sea 13, 755, 275 14, 633, 983 14, 633, 983 14, 619, 216 as 
rae Printing and reproduction. _.........-.-.-. 58, 495 75, 000 75, 0 75, 000 
udes —_—— | | ~4 
food NE sons hn ak oc oarebivanwanente | 15,834,410 16, 729, 623 16, 729, 623 16, 729, 623 > 
Cotton: e me ; = 
2 PGMS SINE HMUNNOL: wun cahiemdnabine mone went 1, 792, 200 2, 278, 220 2, 278, 220 2, 294, 911 
“USS nn etn ee aka tet 12, 701, 375 10, 319, 777 11, 986, 577 11, 411, 291 
ting Printing and reproduction. ..........-...-. 74, 041 95, 000 95, 000 95, 000 
NO a Sa 14, 567,616 | 12, 692, 997 14, 359, 797 13, 801, 202 q 
ich, Corn: : . ao e | kt 
l he MRO REE UNRB ic iccaccenmacnsacwas WE OTE. ccc cenandwateccpstnceskaneletedamsebien 
EN ws tansdcsgacacpracie pd acinaieianuiaeiee eae 1, 660, 925 108, 205 | SOOO Bitrencennecenehins 
Printing and reproduction---..............- OO iniiciranuaaenen |....-------2--|-------------- 
ting WML. cs cncticaatimnsescesniniieceas | 2,127, 845 108, 205 WEI co iccswne 
tion Rice: — = — — — — — — ————<——— — 
960 National and State.................-.-..... 262, 360 262, 360 262, 360 264, 235 
NN A ee ee eC ace 427, 845 447, 870 447, 870 445, 995 
ants Printing and reproduction 7, 116 15, 000 15, 000 15, 000 
Pe aN 8 697, 321 | 725, 230 725, 230 725, 230 
Y Food materials and requirements----.........-- 305, 570 305, 570 305, 570 305, 570 
will Total: = 
up- rated mee NN oe ate 6, 861, 700 6, 886, 300 6, 886, 300 6, 934, 400 oe 
P NS REAR OES AERO PENI Re 34, 649, 950 32, 001, 700 33, 668, 500 32, 953, 600 
the Printing and reproduction. --_..........-... 197, 330 247,000 247,000 247, 000 
Unobligated balance. ...................... SGN 0. cnet dsnndes tinea kt conansiee sonnstnenacasatinae 
Appropriation or estimate_...........-.-- 41, 715, 000 39, 135, 000 40, 801, 800 40, 135, 000 
ord 


aie Note.—Distribution by commodities is estimated. No accounting records, by commodity, are 
ities maintained. 


| CHECKING COTTON ACREAGE 


Mr. WuirtTen. Since a considerable part of the increase is for 
checking cotton acreage, please explain the figures on pages 6 and 7 
of the justifications, and please discuss the legal requirements for 
checking cotton acreage. 

Mr. Bracu. Pages 6 and 7 of the justifications relate to the 
choice A and choice B plan which is provided for in the Agricultural 
Act of 1958, in the measurement job that we have to do on cotton. 
The larger the number of acres, the more checking has to be done and 
the more money it takes to do the checking. The budget provided 
for minimum acreage without reflecting the increase as a result of 
the election of choice B. We know now what the election of choice B 
was on the 1959 crop and this estimate for 1961 is based on that elec- 
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tion. We now have indications that the choice B on the 1960 crop 
may be larger than in 1959. We do not have the final estimate vet. 
Mr. Wurrren. Choice Bi is where the farmer accepts a lower price, 
but has increased acreage? 
Mr. Beacu. That is Tight, he can elect to increase his allotment 
by 40 percent and take the lower support price. 


ADDITIONAL PERSONNEL 


Mr. Wuirren. How many additional people are proposed for 
fiscal year 1961 based on what you actually have in 1960, including 
the supplemental? In other words, give us a breakdown between the 
two so we can get a true comparison. You can put that in the record, 

(The information follows:) 


Estimated man-years—Comparison, fiscal year 1961 estimate with appropriation, 
1960 and | anticipate d mpatiohiitty, 1960 








| | Appropria- Decrease, 
Increase, | tion, fiscal | estimate 
Appropria-| Estimate, estimate year 1960 | Estimate, | compared 
| tion, fiscal | fiscal year | compared plus an- fiscal year with 
| year 1960 1961 with appro-| ticipated 1961 janticipated 
| priation | supple- javailability, 
mental | | 1960 
EE — Tr Laeede-t ~~ it ieee | " a | ——— a — 
National and State ----.-.----| 817.3 817.3 : B73 | BEB | nenceegecee 
Se SR ad 7, 135.0 | 7, 359. 0 s +224 7, 507.0 | , 359. 0 | —148 
Ie eeeteeonenit aaa : = = ae 
Total......--.----------| 7,9523| 81763 | +224| 8,324.3] 8, 176.3 -148 





SucarR Act PrRoGRAM 


Program and financing 


! 
| 1959 actual | 1960 estimate 1961 estimate 


ee ee ieee adi dditadicanieaeincaiecll stdleiaraaatacinhdlatle inieibtphitinainhiaat SE 


| | 


Program by activites: | 


1, Payments to sugar producers: | | 
a) Continental beet area. .........---.--.----- $37, 441,750 | $38, 465, 000 $39, 283, 000 









(6) Continental cane area_- A aoe a | 7, 398, 000 9, 381, 400 | 10, 051, 500 
(c) Offshore cane area... ------- ‘ saiewieiatnizensene at | a ee 21, 356, 174 22, 858, 500 
2. Operating expense-_-__.--- 5 i ashhaen SaceGeeeeel 2, 236, 426 2, 297, 426 | 2, 307, 000 
3. Adjustment of prior year costs- Sukebaketeneecencnue kot i, 1 379 | atemiepe ited saae= cna 
Total program costs..-..----------- =z 5,987,021 | 71,500,000 | 74, 500,000 
4. Relation of costs to obligations: Obligations incurred } 
Sr CONES OE OTE WOOTE, MOE. nono oe nnenceccccecoes | a aa ciletiasemeaee 





ei ; os 
Total program (obligations) _...........-- Rataee dade | 76, 000, 000 71, 500, 000 74, 500, 000 


Financing: Appropriation (new obligational authority) -..___-| 76,000,000 | 71, 500, 000 2 74, 500, 000 









Object classification 








07 Other contractual services: Advanced to 


ak 1959 actual | 1960 estimate 
‘“‘Administrative expenses, sec. a Agricultural Ad- | 


| 
siactlpunianiiess eee 
| 

















justment Act of 1938” (7 U.S.C. 1392) - $1, 487, 028 $1,487,028 | $1, 496, 602 
‘Local administration, sec. 388, Agri ultural “Adjust- 
ment Act of 1938” (7 U.S.C. 1388) Bie 749, 398 | 810, 398 810, 398 
11 Grants, subsidies, and contributions._..............-.--.- | 73,763, 574 I" 69, 202, 574 72, 193, 000 
Total obligations_--...----.- meas _..| 76,000,000 | 71, 500, 000 74, 500, 000 





| | 








Mr. Wuirren. We will turn now to the Sugar Act program. 





0 


| CTOp 
P yet. 
price, 


ment 


1 for 
iding 
n the 
cord, 


lation, 


crease, 
imate 
pared 
vith 
cipated 
ability, 
L960 





timate 


- 000 





858, 500 
307, 000 


500, 000 


500, 000 


timate 


196, 602 


310, 398 
93, 000 


500, 000 


591 


JUSTIFICATION OF THE ESTIMATE 
We will insert in the record at this point page 27 and pages 29-43 
of the justifications. 
(The pages follow:) 
Sugar Act program 











Appropriation act, 1960, and base for 1961________-__- weriearere $71, 500, 000 
MONS: OMNI IANS Os crash cd preciso sa nnnesanctn Sinan acl edt welder a ‘ v 4, 500, 000 
Increase (mandatory payments to sugar producers for 1960 crop) - - 3, 000, 000 
Project statement 
Project 1959 | 1960 estimate Increase 1961 estimate 
Sas m a =ecie bi inasipiohie 1 osiecslgadeabsseaegicacna 
1, Payments to sugar producers: | 
(a) Continental beet area_..._- $37, 443,350 | $38,465,000 | -+$818, 000 $39, 283, 000 
(6) Continental cane area_-..______- Z 398, 000 9, 381, 400 +670,100 | 10,051, 500 
(c) Offshore cane area. -_- 28, 922, 224 21, 356, 174 +1, 502, 326 | 22,858, 500 
Total payments. 73, 763, 574 | 69, 202, 574 +2, 990, 426 | 72,193,000 
2. Operating expenses 2, 236, 426 2, 297, 426 +9, 574 2, 307, 000 
Total employee health benefit costs (Public | | 
Law 86-382) _- So ae ad deceueeee ee 7 was ak (+9, 800] [9, 800] 


Total appropriation or estimate !. 76, 000, 000 | 71,500,000 | +3, 000, 000 | 74, 500, 000 


|— 
| 





! Represents obligations. Applied costs for 1959 are $75,987,021. The difference of $12,979 reflects, pri- 
marily, the effect of refunds from payments to producers in prior years and an excess of printing orders placed 
in 1959 over printing used in that year. 


TaBiEeE I.—Method of financing fiscal year appropriation 








Program year | 1959 | 1960 | 1961 1962 | Total 
= tial angie ata aera ll ici cratic leaped icone adaigs ioctl ociielnagibangieions 
| | 
1957 SUGAR PROGRAM | 
! 
Payments to producers: | 
Continental sugar beet area eS eee Oe eee ae es $1, 115, 500 
Puerto Rico (1957-58) ................. | 12, 949,010 |...----- |------------ 12, 90, 010 
1958 SUGAR PROGRAM | 
Payments to producers: | 
Continental sugar beet area aoa wikia ey Oe Die i ee al I al | 36, 327, 850 
Continental sugarcane area_- ne ---| )6|OU t Ee i a eee i 7, 398, 000 
Hawaii-_- ok Gamraccaeets --| 7, 430, 239 seDinpiellsnckiabauaaut aden --<| 7,430,230 
Puerto Rico (1958-59) awcecanacan| Oy Clty ete | Ot) Cees ORE linn. caccdethemenelees | 15, 300, 000 
Welt SEM Ss dncecaccccacdnassosiou | RIAs bia datiens chase ccancaclesenees wi 124, 999 
Total, 1958 payments.__.___..._-_.-_| 59,699,064 | 6, 882,024 |_______ a ccauudent, (oe 
1959 SUGAR PROGRAM 
Payments to producers: | | 
Continental sugar beet area cicarevclecneineedeel Hey MOONS fonwass ottondunal aaa 
Continental sugarcane area a aire eae n 9, 381, 400 se iake ; 9, 381, 400 
Hawaii___.- De ated ed see eae | 9,015, 825 ute ken <beteees --| 9,015, 825 
Puerto Rico (1959-60).......-----------|------ _| 5,204,453 |$12, 375, 547 | 17, 670, 000 
WiRGU IORAOB Koss dcccncdas daicanbhons aces SOE Nada cnneaaona |-- ee 163, 872 
| — } | 
Total, 1959 payments | 62, 320, 550 | 12, 375, 547 | 74, 696, 097 
1960 SUGAR PROGRAM 
| | 
Payments to producers: 
Continental sugar beet area dans dey Paaade nl -----| 39, 283, 000 |..-- 39, 283, 000 
Continental sugarcane area.__.._._.__- a Sa eg 10, 051, 500 
SUM sh ee en ge See bee eee i s feed | 9, 848,055 |_- 9, 848, 055 
Puerto Rico (1960-61) _.......------ - waa bouelnned titel 504, 368 |$18, 579, 232 19, 083, 600 
il. <2 Sia : Sa 130, 530 |. ee 130, 530 
Total, 1960 payments_._.._...__-- : : ...| 59,817, 453 | 18, 579, 232 78, 396, 685 
Total, program payments Sands 73, 763, 574 | 69, 202,574 | 72,193,000 | 18, 579, 232 
UPOrating OXDGNSCS. . 2. once nncncnncences 2, 236,426 | 2,297,426 | 2,307, 000 
Total, appropriation or estimate_....|} 76,000,000 | 71, 500,000 | 74, 500,000 |....--- ob dubseetad ae 


53155—60—pt. 3——-88 
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The number of payees are shown in table II. The estimate for the 1960 crop 
program compared with prior year data on tonnage, production, total payments, 
and average payment per ton is shown in table ITI 


TaBLeE II.—Number of payees 


Area 1958 crop 1959 crop 1960 crop 
(estimate) (estimate) 





i 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Sens SINE DORE DIOB on ooo civ icdswennuncccstacenccues 40, 402 41, 000 41, 500 
Continental sugar cane area......................... aimee 5, 961 6, 500 6, 800 
Hawaii saad isis Rapsee alate asada at ink an phe we haere om 706 1, 050 1,05 
NO iho ai ee _  seeasaa ied eeesieineaietinca 16, 400 18, 500 19, 060 
IE a in acrecnemn k plinin Gataeene asian ee naan 5 eed 266 266 350 

i se 63, 735 67, 316 68, 700 





Total sugar production from the 1960 crops in the domestic areas is estimated 
at 5,575,000 short tons, raw value. This is 287,500 tons more than the estimated 
total production from the 1959 crops. These estimates are based upon an 
analysis and consideration of sugar inventories, probable production and con- 
sumption of sugar during 1959, prospective level of U.S. consumers’ requirements 
for calendar year 1960, and quota provisions of the Sugar Act. 

Domestic beet sugar area production from the 1960 crop is estimated at 
2,400,000 short tons, raw value, which is 50,000 tons more than the 1959 crop is 
expected to produce. Indicated 1959 quota deficits in two other domestic areas 
will enable the beet area to market more sugar in 1959 than its basic quota level. 
This will reduce beet sugar inventories to be carried over into the next calendar 
year. 

Production from the 1960 crop in the mainland cane sugar area is estimated at 
750,000 tons, which is 50,000 tons more than the 1959 crop estimate. The 1960 
crop figure represents a production objective in line with anticipated sugar quota 
and carryover stock requirements for the area. 

Hawaii’s 1960 crop production is estimated at 1,065,000 tons, which is 90,000 
tons higher than the area’s 1959 crop production estimate but lower than the 
probable 1960 sugar quota and carryover stock requirements level for the area. 
The estimate refiects the adverse effects of the 1958 strike on cane growing in 
1958 for harvest in 1960. 

The 1960-61 crop production of 1,350,000 tons for Puerto Rico is consistent 
with prospective quota and inventory needs for the area although it is 100,000 
tons more than the island’s estimated 1959-60 crop production. 

The 1960 crop in the Virgin Islands has suffered from severe drought and 
production is estimated at 10,000 tons. This is 2,500 tons less than the island’s 
1959 crop production. 
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TABLE III.—Sugar program data, 1958-60 crop years 














Increase (+) 
1959 fiscal 1960 fiscal 1961 fiscal or decrease 
Area year (1958 year (1959 year (1960 (—), 1960 
crop year) crop year) crop year) crop com- 
(actual) (estimated) | (estimated) | pared with 
1959 crop 
Beet area: 
i (OCOCG a... scvudusuenvawenabhaeal 2, 212, 000 2, 350, 000 2, 400, 000 +50, 000 
TEU NN ne ia emcee $36, 327,850 | $38,465,000 | $39, 283,000 +$818, 000 
Payment per ton_____..---- Li aoe meileiecedsaneaed $16. 423 $16. 368 BORED iiscencedanvatn 
Mainland cane area: 
EDS PFOGUCG.......-...6<2-necs pavaennbnwess 579, 000 700, 0CO 750, 000 +50, 000 
Total DAYMONE.....0..6005-.--- shite Riba sain 7, 398, 000 $9,381,400 | $10,051, 500 -+$670, 100 
PONG OP BUR... pcg ctcssnseegeenseceeene $12.77 $13. 402 GES AED Fick ce cceccsuus 
Hawaii: 
OE COON sinc do cnncccvcecoessnnevesea 765, 000 975, 000 1, 065, 000 +90, 000 
tT NRE Sc. ha nuauweebealend<eses $7, 430, 239 $9, 015, 825 $9, 848, 055 +$832, 230 
Payment per ton...----- Sind ukahednamai $9. 713 $9. 247 PO hiwsce snares 
Puerto Rico: 
i OMG 5 ocd sda euukwadedeeuae 1, 087, 000 1, 250, 000 1, 350, 000 +100, 000 
Total payments..........-. $15,300,000 | $17,670,000 | $19,083,600 | +$1, 413, 600 
Payment per ton...----- Saecacateatlites $14. 075 $14. 136 BUR OO lessnnwcwstkec’ 
Virgin Islands: 
Ns SI cn iwiunbanscénnminae wena 6, 200 12, 500 10, 000 —2, 500 
eh CNIS... ccncadewnowueenmeens $124, 999 $163, 872 $130, 530 —$33, 342 
— OP RRs caadiscwn cocndddncscdenes $20. 161 $13. 110 $13. 053 — $0. 057 
Total: 
NN NN i cd ead eebnnipeseeeiod 4, 649, 200 5, 287, 500 5, 575, 000 +287, 500 
GE I oa inde ccccccnnenncakasuie $66, 581, 088 $74, 696, 097 78, 396, 685 +$3, 700, 588 
POSTING DOP GOR dsnniciiteiscinssssmesese $14. 321 $14. 127 $14. 062 —$0. 065 


CHANGES IN LANGUAGE 


The estimates include a proposed change in the language of this item as follows 
(new language is printed in italics; deleted matter is enclosed in black brackets): 

“For necessary expenses to carry into effect the provisions of the Sugar Act of 
1948 * * *: Provided, That expenditures (including transfers) from this appro- 
priation for other than payments to sugar producers shall not exceed [$2,297,426] 
$2,307,000.” 
The proposed change in language increases the limitation on the total amount 
which may be used for administrative expenses from $2,297,426 to $2,307,000. 
The increase of $9,574 is reauired to meet employee health benefit costs under 
Public Law 86-382. No increase in total appropriation is recuired as additional 
amounts needed for this purpose are offset by a corresponding decrease in program 
funds. A full explanation of the health benefit cost estimates appears in the 
“Preface’”’ at the beginning of the Explanatory Notes. 


STATUS OF PROGRAM 


Sugar requirements and quotas 


The Sugar Act provides that the Secretary of Agriculture shall determine each 
year consurrers’ recuirements of sugar for the succeeding year and make such 
revisions of the initial estimate as necessary. 

The recuirements or total quotas for the calendar year 1958 were initially 
established at 8,800,000 short tons, raw value. On May 22, 1958, cuotas were 
increased to 8,900,000 tons in view of the changing seasonal production-con- 
sumption halance, prevailing market conditions, and the rate of sugar distribution. 
Sugar quotas were further increased three times during the calendar year 1958 
to a final level of 9,200,000 tons, to make needed supplies available. 

Initial ouotas for calendar year 1959 were established at 9,200,000 tons to pro- 
vide a supply of sugar adequate to meet normal U.S. recuirements. In taking 
this action, the Department announced that ‘‘in light of the current strong de- 
mand and market conditions, it appears undesirable to cut total quotas for 1959 
below the (final 1958) level of 9,200,000 tons.’”’ On September 3, 1959, quotas 
were increased to 9,300,000 tons tecause of the increasing demand for sugar. 
Quotas were further increased effective October 20, 1959, to 9,400,000 tons to 
provide needed supplies to the Northeast. 

Consumers’ sugar requirements for calendar years 1958 and 1959 were dis- 
tributed quotawise in accordance with the Sugar Act as amended by Publie Law 
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545, 84th’Congress, approved May 29, 1956. This law, which with certain ex. 
ceptions became effective as of January 1, 1956, restored to the domestic areas 
the opportunity to share in the growth of the U.S. sugar market. Foreign areas 
retained the quotas assigned to them at the time the amendments became effec. 
tive and also share in the growth of the U.S. market. Beginning in 1956, market 
growth in excess of 8,350,000 tons is shared 55 percent by domestic areas and 45 
percent by foreign countries. Cuba now supplies about 30 percent of the market 
growth and full-duty countries as a group about 15 percent. 

Sugar quotas for the calendar years 1958 and 1959 are shown in the following 
table: r 


[Short tons, raw value] 





1958 quotas, 1959 quotas 
Production area | final as of Oct, 20, 
1959 











Domestic beet sugar____--- a 2 ‘ei OT ee eee 2, 292, 488 2, 267, 665 
Mainland cane sugar ame - scawkuslas ; ow Sedan 720, 805 697, 783 
Hawaii va ieee aaoe the en teatedeit : Sage naaiiead 1 700, 000 2 977, 970 
Puerto Rico ; ; ic al ; . 7 co: etka tae 1 $15, 000 2 969, 875 
Virgin Islands-_- } . = aiid : ediaaueha 6,100 | 212, 405 
Philippines... __- . , ; : pa Wincsigistwacsiecasnes 980, 000 | 980, 000 
Cuba gs : meee , = : S : apenas 7 a | 3, 437, 582 | 3, 215, 457 
Other foreign countries . s ee ee oe e a 248, 025 | 278, R45 

Total Pargghie oe piosenek aca ataie jas aberGhtedetiwbtete 9, 200, 000 9, 400, 000 


1 Adjusted for deficits. Unadjusted quotas were: Hawaii, 1,115,479; Puerto Rico, 1,166,375; and the Virgin 
Islands, 15,905 short tons, raw value. 

2 Expected deliverise in 1959. Despite declaration of deficits, full basic quotas are available to these areas 
as follows: Hawaii, 1,140,462; Puerto Rico, 1,192,498, and Virgin Islands 16,261,short tons, raw value, 





Domestic sugar prices were relatively stable for the 1959 fiscal vear. The price 
of raw sugar, duty paid, at New York, was 6.25 cents per pound on July 1, 1958, 
and 6.30 on June 30, 1959, while the average monthly price for the fiscal year was 
6.22. The monthly average price ranged from a high of 6.47 (October 1958) toa 
low of 5.84 (March 1959). 

The wholesale price of refined cane sugar at New York was 9.35 cents per pound 
both at the start and the end of the fiscal year. The average price was 9.29. A 
price of 9.35 prevailed from July 1, 1958, to February 16, 1959, when it declined 
to 9.20, A further decline to 9.05 occurred on March 23, 1959, but on May 18 
1959, it returned to the 9.35-cent level. 

Marketing allotments 

Section 205(a) of the act provides that the quota for any area shall be allotted 
to persons who market or import sugar when necessary to insure orderly marketing 
and to afford interested persons an equitable opportunity to market sugar within 
such quota. 

A publie hearing was held in March 1959 regarding allotment of the 1959 quota 
for the domestic beet sugar area. The hearing record disclosed that the prospec- 
tive supply of domestic beet sugar available for marketing in 1959 would exceed 
the area’s quota to an extent that allotment of the quota was indicated. Conse- 
quently, an allotment order regulating the marketings of sugar within the quota 
for the domestic beet sugar area was issued in June and became effective July 22, 
1959. 

Since total Puerto Rican sugar supplies in 1959 are less than the island’s 1959 
sugar quotas, it was not necessary to restrict marketings of Puerto Rican sugar, 
except for sugar shipped to the U.S. mainland for direct consumption. Allotments 
governing such sugar became effective in January 1959. 

Payments to producers 

Payments are made to domestic producers of sugar beets and sugarcane who 
comply with certain requirements with respect to proportionate shares (acreage 
allotments). These requirements are nonemployment of child labor, payment of 
fair and reasonable wages, and, in the case of processor-producers, the payment of 
fair and reasonable prices for sugar beets or sugarcane purchased from other 
producers. 

Pursuant to title III of the Sugar Act of 1948, conditional payments on the 
1958 crops totaling $66,562,238 were made to about 63,735 sugar beet and sugar- 
cane producers in 24 States, Hawaii, Puerto Rico, and the Virgin Islands (table I). 
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domestic sugar-producing areas, crop years 1957 and 1958 } 


Payment and payee 


Payments on sugar beets or 
sugarcane: 

1957_. 

1968... : AiPuies She 
{bandonment and deficie ney 
payments: 

1957... 

1958 ; 
Total payments: 


1O5S 


Payees: 
1957. 
1958. 


Preli 


minary. 
58 and 1958-59 crops. 





Excise and import taxes 
The act, 


through 


an 


De 


bee 


35, 
35, 


36, 
36, 


amendment 


ymestic 


‘t sugar 


area 


809, 117 
580, 525 


546, 383 | 
728, 475 | 


355, 500 
309, 000 


39, 641 
40, 402 


DOLLARS 


Mainland 
cane sugar 
area 


, 136, 130 
325, 807 


~i1s] 


122, 116 

72, 193 
258, 246 
, 398, 000 


~“i-] 


6, 664 


NUMBER 


5, 961 | 


Hawaii 


10, 052, 121 


7, 4380, 239 


10, 052, 121 
7, 430, 239 | 


I 


12 


13, 


1, 046 
706 


15, 


15, 


-uerto 
Rico 2 


956, 116 
040, 000 


559, 961 
260, 000 | 


516, 077 
300, 000 


16, 809 | 
16, 400 


Vv 
Is 


irgin 
lands 


193, 282 
70, 394 


54, 605 | 


193, 282 
124, 999 


324 
266 


Payments under the Sugar Act of 1948 and number of payees, in the 


Total 


66, 146, 766 
65, 446, 965 


1, 228, 460 
1, 115, 273 


67, 375, 226 
66, 562, 238 








| 64, 
63, 735 


to the Internal Revenue Code, imposes a 


tax of 50 cents per hundred pounds of sugar, raw value, on all beet or cane sugar 
processed in or imported into the continental United States for direct consump- 


110n, 


1961. 


The excise tax on sugar, under Public Law 545, was extended to June 30, 


The following table shows taxes collected compared with obligations under 


the sugar program: 


Fiscal year 


138 
439 
40 
4] 
YA2 
¥43 
44 


1046 
7 
1948 
1949 
1950) 
1951 
1952 
153 
dh 
O56 

45S 

4154 

Subtotal 

1960 (estimated) 
1961 (estimated) 


Total 


NoTE.—T ax collections exceed tota) program obligations in the amount of $404,613,591 for 


1WS through 1959. 


ete 


Sugar tax collections 


Excise tax 


$30, 569, 130 
65, 414, 058 
68, 145, 358 
74, 834, 839 
68, 229, 803 
53, 551, 
6S, 788, ¢ 
73, 293, 
56, 731, § 
59, 151, ¢ 
71, 246, 
76, 174, 35 
71, 188, 
80, 191, 
78, 473, 
78, 129, 8 
73, 885, 
78, 512, 
82, 894, 
86, O91, 
85, 911, 
86, 378, 


786, 
000, 
, 500, 
2, 286, 


Import tax 


$2, 680, 
3, 494, 


208 






, 963 
, 064 
7, 940 
2,414 
, 592 

5, 447 
4, 502 


, 867 
155 
479 
, 210 
, 959 
5, 368 
, 097 
i, 321 
, 501 
7, 798 
3, 187 





, 000 


104, 340, 756 


| Total 


$33, 
68, 
73, 
79, 
72, 


ol, 


73, 


249, 
908, 
601, 
694, 
318, 
071, 
886, 


76, 846, 


82, 
87 
90, 
90, 


92 


1, 661, 
92, 
| 93, 


1, 846, 


9, 963, 
, 267, 


, 531, 


873, 


» 279, 
3, 805, 
2, 094, 
, 135, 
, 383, 


689, 


, 700, 


396, 
868, 
061, 
627, 
000, 
000, 


627, 


659 


| 

428 
685 
565 
599 
766 
841 
850 
380 
578 
369 
336 


99" 


184 
363 
401 
819 
368 
097 
321 
501 
798 | 
187 


659 
000 
000 


Total 
obligations 


$22, O80, 599 
52, 460, 654 
47, 212, 400 
47, 677, 678 
47, 869, 513 
55, 638, 374 
54, 818, 026 

, 361, 159 

48, 418, 425 

53, 343, 849 

54, 797, 108 

71, 880, 810 

59, 935, 404 

63, 684, 105 

69, 813, 289 

64, 929, 566 

59, 630, 519 

59, 600, 000 

59, 600, 000 

67, 600, 000 

67, 662, 500 

76, 000, 000 


no 
a 


a 


57, 014, 068 
, 500, 000 
. 500, 000 


1, 403, 014, 068 





fiscal years 
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Fair wage and price determinations 


The Sugar Act requires that. determinations of fair and reasonable wages and 
prices shall be made by the Secretary after holding public hearings and after 
appropriate investigations. Determinations of wages and prices are issued 
annually for the following domestic areas: sugar beet, Louisiana and the Virgin 
Islands; for Hawaii, Puerto Rico, and Florida fair price determinations are issued 
annually but the wage determinations for these areas have been placed on a con- 
tinuing basis—Hawaii in 1954, Puerto Rico in 1957, and Florida in 1959. 

Under the wage determinations issued during the 1959 fiscal year, wage rates 
continued unchanged in all areas, except Florida. For Florida two wage deter- 
minations were issued during the year. The first, issued August 8, 1958, appli- 
cable from August 14, 1958, to June 30, 1959, increased the basic wage rates by 
5 cents per hour, and the second, issued June 29, 1959, applicable after July 1, 
1959, increased the basic time rates 10 cents per hour. The latter determination 
was issued on a continuing basis to remain in effect until amended, superseded, or 
terminated. 

Fair price determinations were issued for all domestic producing areas and two 
of these determinations were amended. The determination for the sugar beet 
area continued the provisions of the prior determination except that the deter- 
mination did not apply to the Imperial Valley. Subsequently, two amendments 
to this determination were issued affecting primarily the producers and processors 
in the Imperial Valley. These amendments established the maximum amounts 
which processors could charge producers for freight on sugar beets grown in the 
Imperial Valley and shipped to processing plants located outside the valley and 
recuired all processors to submit to the Department statements showing the con- 
putation of net returns for beet sugar and, where applicable, the quantities of 
sugar marketed by a processor to affiliate companies. 

The determination for Louisiana provided rates for establishing the maximum 
allowance which processors are required to pay to producers for hauling sugarcane 
from the farm to the mill and eliminated the requirements for a molasses payment 
on frozen sugarcane with excessive acidity. The determination for Florida was 
changed to provide that processors elect either of two specified methods for ascer- 
taining the quality of producers’ sugarcane and to eliminate the previously per- 
mitted deduction from the raw sugar price of handling and storing expenses on 
overquota sugar. Basic pricing provisions of both determinations were unchanged 
from the prior year. 

The provisions of the price determinations for Puerto Rico and the Virgin 
Islands were continued without change except for minor revisions in Puerto Rico 
which did not materially affect the price for sugarcane. The fair price determi- 
nations for the 1956, 1957, and 1958 crops of Hawaiian sugarcane were amended 
to permit processors under certain conditions to charge producers administrative 
overhead costs incurred while acting as agent for the producer in the handling 
and delivery of raw sugar and molasses. The Hawaiian fair price determination 
for the 1959 crop increased the maximum tolling rates which processors may 
charge producers for processing sugarcane by 3 percentage points. Minor 
changes were made in some of the provisions of the determination which were not 
expected to affect the producer-processor sharing relationship. 

During the fiscal year, investigations of problems related to wage and price 
determinations were conducted in all domestic producing areas, prior to public 
hearings in such areas. 

Proportionate share determinations (acreage allotment) 


Proportionate shares for sugar beet and sugarcane farms are established for 
each crop since the marketing of sugar beets or sugarcane within such shares 
constitutes one of the conditions for payment. Restrictive proportionate shares 
are required in any area when the indicated sugar production is greater than the 
quantity needed to fill the quota and provide a normal carryover inventory for 
such area. 

In view of the level of supplies and potential production of sugar in the main- 
land cane area, a determination was issued on July 14, 1958, continuing restrictive 
proportionate shares on the 1959 crop. However, on March 4, 1959, the Depart- 
ment eased acreage restrictions by permitting the harvesting for sugar or seed of 
all 1959-crop acreage of sugarcane then growing. This action was taken to In- 
crease the sugar supply in the area since the effective inventory on January |, 
1959, was lower than desirable. The depletion of stocks resulted from increases 
in the 1958 marketing quota for the mainland cane sugar area stemming from 
large deficits in offshore domestic areas, and a smaller than anticipated 1958-crop 
sugar production in the area itself. 

A determination issued May 25, 1959, established 1960-crop proportionate 
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shares for sugarcane farms in the mainland cane area on a nonrestrictive basis 
by permitting the marketing for sugar or seed of all sugarcane on each farm. 
This action will enable processors to meet marketing opportunities for 1960 as 
well as to build up inventories to a more normal level. 

Restrictive proportionate shares were continued for the 1959 crop in the 
domestic beet sugar area. In a determination issued October 2, 1958, State 
acreage allocations were established within the national sugar beet acreage limita- 
tion which was set at 925,000 acres, compared with a final allotment of 935,000 
acres for 1958, 950,000 acres for 1957 and 850,000 acres for each of the crops in 
1955 and 1956. ASC State committees were assigned responsibility for the es- 
tablishment of individual farm proportionate shares within State acreage alloca- 
tions and within the guidelines set forth in the determination. 

A determination issued December 3, 1958, established 1958-59 crop propor- 
tionate shares for sugarcane farms in Puerto Rico at the level of actual marketings, 
because the island’s indicated sugar supplies appeared inadequate to fill its mar- 
keting quotas and provide a normal carryover. It is the third straight year of 
nonrestrictive sugarcane marketings for the area. 

The proportionate share determination for the Virgin Islands was placed on a 
continuing nonrestrictive basis in July 1954. This determination established 
proportionate shares for each farm in the area at the actual level of production. 
Subsequent crop production has not required the imposition of restrictions. 

The determination issued in June 1955, applicable to the 1955 and subsequent 
crops, established proportionate shares for farms in Hawaii at the actual level of 
production. However, the proportionate share for the farm of any processor- 
producer is conditioned upon the maintenance of the existing relationship between 
the acreage of sugarcane cultivated by the processor-producer and the acreage 
cultivated by independent growers. 


Studies, surveys, and reports 


During the fiscal year 1959 a report was completed of costs, returns, profits, 
investment, and man-hours in the production of sugar beets and in the processing 
of beet sugar for the crop years 1953 through 1955. Fieldwork was completed 
for similar studies with respect to sugarcane production and raw cane sugar 
processing for Puerto Rico for the crop years 1956 through 1958, and commenced 
for Louisiana for the crop years 1956 through 1958. 

Summarization of a Hawaiian study was completed, and the report was in 
process of preparation. Also, summarization of the Puerto Rican study was 
in process at the end of the fiscal year 1959. 

“Sugar Statistics and Related Data, Compiled in the Administration of the 
U.S. Sugar Acts, Volume II, Agricultural, Manufacturing, and Income Statistics 
for the Domestic Sugar Areas” (revised), was issued in December 1958. 

Sugar Reports, the monthly publication of the Sugar Division, was issued 
throughout the 1959 fiscal year. This publication contains the latest data avail- 
able on the domestic movement, supply and price situation, analyses of the world 
and domestic market situation, and analysis of current problems of interest to 
domestic producers and consumers. 


International Sugar Agreement 


In the fall of 1958, following 4 weeks of negotiations in Geneva, Switzerland, 
anew International Sugar Agreement was adopted by representatives of the 
world’s leading exporting and importing countries. The new agreement is for 
a 5-year period and became effective January 1, 1959. 

Although the new agreement was not signed on behalf of the United States, 
this Government has deposited with the Government of the United Kingdom 
4 notification to seek accession to the agreement in accordance with constitutional 
procedures of the United States. On May 20, 1959, the President submitted 
a message to the U.S. Senate transmitting a copy of the agreement with a view 
to receiving its advice and consent to accession. The Senate took such action 
on July 21, 1959. 

The new agreement promises to be more effective than the previous one because 
of the participation of all major exporting countries including Brazil, Peru, and 
Indonesia, countries which were not members throughout the entire period of the 
previous agreement. As of June 30, 1959, a total of 22 exporting and 7 importing 
countries had signed the agreement and had either ratified or declared their 
latention to seek ratification. 

The world sugar market fluctuated widely during the latter part of the fiscal 
year because of the large world sugar crop of 1958-59 and the unsettled political 
situation in Cuba, the largest exporter. Prices were quite stable from July to 
November 1958, monthly averages ranging from 3.42 cents to 3.50 cents per pound. 
In December, importing countries, concerned over conditions in Cuba, began 
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heavy purchases to hedge against any failure in the Cuban crop. On Decem- 
ber 31 the price rose to 3.67 cents per pound and for the month averaged 3.64 
cents. Termination of the suecessful revolution on January 1, 1959, allaved 
fears regarding the Cuban crop and the world price fell to 3.40 cents on January 2 
the first market day of the new year. From that point on, the price declined 
steadily to 2.75 cents on June 30, 1959. 

The International Sugar Council held its first meeting under the new agreement 
on January 28, 1959, in London. In view of the lingering sugar production 
uncertainty in Cuba, and despite the world price decline, the Council set initial 
1959 export quotas at 100 percent of the sum of the basic export and special 
reserve tonnages of the agreement. This export quota level was almost 1 million 
tons higher than estimated net requirements of the world free market. 

Export quotas were automatically cut 249 percent on February 21, 1959, fol- 
lowing a period of 17 days when the spot price, f.a.s. Cuba, averaged less than 
3.25 cents per pound. Later in the month the Council reduced quotas another 
5 percent and ruled that each exporting country with a basic quota of more than 
75,000 tons must with! old another 10 percent of its basie export tonnage for as 
long as market conditions warranted. 

The Council held its third 1959 meeting in London on June 16-17, 1959, and 
cut quotas the full limit under the provisions of the agreement, to 80 percent 
of the basic export tonnages for countries with basic export tonnages in excess of 
50,000 tons and to 90 percent for countries with smaller quotas. 

Representatives of the United States attended all Council sessions. Also, 
data relating to production, supplies, and imports of the United States were 
furnished to the Council monthly 


Field administration of program 
The sugar program is administered in the counties by elected county and com- 
munity committeemen and in the States by State agricultural stabilization and 
conservation committees composed of resident farmers appointed by the Secretary. 
Administrative expense allocations to States are based on workload data for 
the previous year adjusted to reflect any contemplated changes in program 
operations, 


Workload data 


Tables II and IIT set forth the workload data in connection with the 1959 
crop (fiscal year 1960). 
TABLE II 


Number of Number of Estimated 


State counties farms planted 

acreage 
SN ae i re sabacebeeens a 4 | 107 1,970 
eo a aaa ee iene manatiraniaaa oes é 1 1 s 
a ed BM al ARR PRL Loe 3 ; 2 4 26 1, 34 
I a he ee Sy (hea wus 26 3, 396 78, 200 


SD he aie a Se wai babe meine meaminne Cea eke ila asia 






ke okie tesa nah anasenkeseaado 31 | , 3s 9 









RON ee ean ence asm ica cick pe tensoet a 23 | 4,347 | 144, 500 
I  hnterin see ckcetclaewiiiE nod-pheewciuebmackanweasee 10 | 128 8, 400 
Pe eco ek cat heen bbebt regen oat ebkbedhonnnseess 1 10 | 47 
EO tice oink Seem bhe Serine net iacséwanenkGmekcenoann 1 18 7 
PMR ioc Aka cbuaiie ic ancecacencahcnwpngiancunent« -tpeeeceuedaus 5 | 52 | 1,780 
IRN Sra deicbccamedetcbcdasucnnthessnenubans bvtnadihdecdesicen 13 2, 204 | 33, 900 





Southwest area 











aa a a 2 
DID 65 fn ck Rhviianpdansbantsatnhbseuinn Mei ecawee 25 | 966 | 74, 100 
IS ¢ Li ccbodecsun éundieaceehpaahonntetheoinenn 
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ne es a ee daa 4 565 19, 500 
NNN a Sima cuhistdincnd aiprentnaobudcbidewencnicih 5 133 | 5, 900 
I 5 ee ie eT eh nie haat idan ee 7 1, 172 34, 100 
a ee ieee 11 1, 004 | 38, 500 
ae qumaemenne ies unenetenia etme 

IIR. inch en nee eice othe cacicewennt aeeckaned 125 | 11,404 | 419, 100 
I ne 8 i ee | 982! 25,815| 922,82 
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Tasie IIll.—Sugar Act program (cane), estimated workload data for the 1959 crop 


Number of | Number of | Plantation | Number of | Estimated | Estimated 








counties | millareas | milldis- | farms | planted harvested 
| tricts | acreage ! acreage 
| | 

ees ‘ ae Fe ee ee ee — = | - 
ee eure Ol icsciozcanengeaaeebctes o). -oe 
eae res Seely 10) | 525 ce setieecdaaaascnne ta  ° | ee 
ND a Dg Sa a Rca tacit ON cee eens 340, 000 
Hawaii wiyidelen EGESS eakdeea laden ceserdn tina cobain 27 | SO ne cacnrnmenis | 105, 000 
City SOR sec nccnciwss enwacasacne | Dee acdactid STM ake ear 4, 247 
Total: |) awit wie ete 23 | 27 | 27 19,885 | 321, 000 | 449, 247 





1 Not available for Puerto Rico, Hawaii, and the Virgin Islands. 
INCREASE IN SUGAR PAYMENTS 


Mr. Wuirren. | notice this request is for a $3 million increase in 
the sugar payments. I think the record is complete as to what is 
involved in this. 

I wish you would discuss with us the basis for the estimated increase 
of 287,500 tons of sugar for the crop year 1960. Where are these 
increases and to what do you attribute the increases? 

Mr. Breacu. For the crop year 1960 we estimate that the tonnage 
in the beet area will be 2,400,600 tons, an increase of 50,000 tons. 

In the mainland cane area we estimate an increase of 50,000 tons. 

In Hawaii an increase of 90,060 tons. 

In Puerto Rico an increase of 100,000 tons. 

In the Virgin Islands we estimate a decrease of 2,500 tons. 

That makes a total increase of 287,500 tons. 

Mr. Myers, head of the Sugar Division, is here and can explain 
the reasons for these increases and decreases in production. 


INCREASES IN PRODUCTION 


Mr. Myers. Mr. Chairman, the reasons for the increases are very 
simple. In the case of beets, it is simply the beets’ share of the 
proportionate increase as required by the present legislation, under 
which 55 percent of all increases in domestic consumption is to be 
supplied domestically. 

In the case of cane, the same is true. 

In the case of Hawai, Hawai, of course, gets its proportionate 
share of the increase but in 1958 there was a catastrophic strike there 
for 4 months and the crop was very seriously injured, and not only 
was the 1958 crop badly injured but the 1959 crop also and the 1960 
crop will again be injured. Hereafter it is expected that it will return 
to its normal production. 

Mr. Wuirren. This is based on the law which makes this produc- 
tion possible. You are presuming it will be fully produced? 

Mr. Myrrs. We are presuming that the crops will gradually 
improve and after 1960 that they will produce the entire crops, ves. 

























600 


CONSERVATION RESERVE PROGRAM 


Program and financing 











Costs financed from obligations of other years, | 


| | 
| 1959 actual | 1960 estimate | 1961 estimate 
Si aoe . ; hiatal eee | sass goeiees 
Program by activities: * 
1, Conservation reserve program (total program costs) !.._| $170, 824,552 | $335, 542,981 | $362, 186, 000 
2. Relation of costs to obligations: | | 
| 
net (—)--- al | — 542, 981 7408, 00 
Obligations incurred for costs of other years net be 326, 054 | Pas Sacre 
Total program (obligations) -__- a, , 150, 606 335, 000, 000 - 361, 783, 000 
Financing: Unobligated balance no longer av ailable_. ead | OU ne ie ee 
New obligational authority. ......-......--.---.-..-----] 171, 332, 398 | 335, 000,000 | 361, 783, 000 


| 





1 Includes capital outlay as follows: June 30, 1959, $1,088,461; 1960, $1,700,000; 1961, $450,000. 








) : 
1959 actual | 1960 estimate | 1961 estimate 








New obligational authority: 


Appropriation - - a i eastplblieet .------..--------| $200, 000, 000 | $335, 000, 000 $361, 783, 000 
Transferred (73 Stat. 34-36) to 
“Salaries and expenses,’’ Agricultural Research Serv- 
Rao aa —7, 881, 500 | : leendoaa eee 
“Cooperativ eextension work pay mentsandexpenses,”’ | 
Extension Service----- = B00 082). neccsecs os weal 
“Salaries and expenses,’’ “Farmer Cooperative: Service. WEEE facccecc cause: ic 2 oe 


‘Conservation operations,” Soil Conservation Service. | —6, 102, 800 Jann anne enn nen [a enn nnn ennnse 
‘“‘Marketing research and service,’’ Agricultural Mar- 





keting Service_--_-_- : a | | SO UD | ick cask ca ets Aaseccenee 

“Salaries and expenses, , ’ Foreign Agric ultural Service- — 232, 020 |.----.-.--- conan ls vbeceeareeeel 
“Salaries and expenses,’’ Commodity Exchange Au- | | 

Ne hrm cies ranting nish Pacehactpnr ie Wa saitiom Sasi ius way —63, 500 |-------------- |= «xangenarcean 
“Acreage allotme nts and marke ting. “quotas” — 2,000,000 |_- 

“Salaries and expenses,’’ Rural Electrification Admin- | 
istration - . a Leer . — 582, 300 |-.-- oe ; Stun 
“Salaries and ‘expenses,’ ’ Farmers Home Administra- | 

tion. __- ; a jon — 2, 100, 000 se arecag hapa a 

“Salaries and expenses, ”’ Office of the General Coun- 

Rone onetime tai boat sialon atctacaiai — 240, 750 |.-- ssnoetaudesokeasiaee 
“Salaries and e expe nse gs Office of the Secretar y — 186, 755 | nial : ek 
“Salaries and expenses,”’ Office of Information- ------ —74,000 |....------ I ici eee 
“Salaries and expenses,” EAN ae re ae whe oe MEI) 13 bancenanuas adanaaoen 
“Forest protection and utilization,’’ Forest Service....| —5, 432, 200 tin eit ad iiaomale 








Appropriation (adjusted) -_.....---- csceliacdanietaing itt oo} 171,393,308 ~ 335, 000, 000 "361, 783, 000 
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06 
07 


03 


05 
06 


stimate 


186, 000 


403, 000 


783, 000 








timate 





783, 000 
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Object classification 


COMMODITY STABILIZATION SERVICE 


Oe. PemOONOR OF SE an. soi sd daceciaccacundsiencce 

OS Printing and renremeiiOm: «oo. coo ck ccc cncacdcccncce 
Q7 Other contractual services: Advanced to— 

‘“‘Administrative expenses, sec. 392, Agricultural 

Adjustment Act of 1938’ (7 U.S.C. 1392)_.......---. 

“Local administration, sec. 388, Agricultural Adjust- 

ment Act of 1938” (7 U.S.C. 1888)..........-.<.-.--- 

11 Grants, subsidies, and contributions: Conservation re- 

DO TIN 8b iss xg BE ewes bs ietea enn 


Total, Commodity Stabilization Service--..........-.---- 
ALLOTMENT ACCOUNTS 

Total number of permanent positions._-_........-....- 

Full-time equivalent of all other positions..._........-...----- 


Average number of all employees. -.-.-...-.---..-------.----.- 
Number of employees at end of year. -._.-.-.----------------- 


TED Cart OS ONS MORNE 6 5 og dwncccdcckaceacdwonsnesdacnce 


01 Personal services: 
SEE... Cu aGucdp dks cudehokameetmaumns 
Positions other than permanent--_..-.....-.--.-.--.--- 
COGTIOE TIONS PONV MOON S| ccdancens cksddanccdwccdsconecs 


Se Ee EE EV I iin wa wan cchmensteasauneadudned 
ti, a Se St ir rN ee ee oS ee ee 
oe. eres OF GUE. newusseu ew mumumene sine nas 
ie RSET BON VION... ncomdcncotecec sn buccctcacsusdnes 
op” SeOtO OG Cte OUP... 5. 5 nk ccc cwensmenicemnn oa 
OS PYIOGIOe UNG TOOTORUOUIOS |. < oun i sic eck aca cencds ces 
SPREE COREPEIEIE BOVINE 5 oie ciinccemccedeaeseqesouncess 

Services performed by other agencies__..........------ 
ae een (ORSKE SERINE. - tslincandiapadbataaaiaaiameininanimaseieg 
a ll 
ll Grants, subsidies, and contributions ----- ahaa dase ll 
13 Refunds, awards, and indemnities-.-__........-..----.-.-.- 
et ee ener I ts os co ccescweccunaen 


"GE, Genet MODOIIOES son anauscasccmesasdessaac= 


Total obligations... .........-- Sh iam ene araeaee | 


Obligations are distributed as follows: 
Commodity Stabilization Service........-...-.-...------- 





























1959 actual | 1960 estimate | 1961 estimate 
a Ni 

32, 963 $125, 000 $125, 000 

1, 960, 107 2, 546, 000 2, 564, 600 
12,996,948 | 14, 920, 100 10, 500, 000 
153, 046,536 | 315,275,000 | 347, 525, 600 
168,038,400 | 332,866,100 | 360, 715, 200 

46 64 53 

rt 7 3 

104 94 66 

61 78 63 

“7.7 «$5,859 | 7.5 $6,176 | 7.5 $6,223 
$637, 473 $574, 301 $423, 002 
38, 065 24, 703 8, 503 
1, 875 3, 497 1, 757 
677, 413 602, 501 433, 262 
30, 624 28, 400 27, 580 
1) 454 1, 300 1, 300 
5, 742 5, 300 5, 800 

| 2, 352 1, 600 1, 300 
2, 882 3, 550 3, 700 
74,807 31, 550 16, 865 

130, 974 3, 600 1) 594 
17, 151 13, 000 8, 800 
2) 067 1, 500 1, 200 
2, 165, 404 1, 441,099 566, 199 
a a 
720 500 200 
| 3,112, 206 2, 133, 900 1, 067, 800 
pn ae ~ 335,000,000 | 361, 783, 000 
== | — ————— — 


168, 038, 400 


Agricultural Conservation Program Service_.........--.-.- 20, 558 
PO EINIIES. c5%2<, -tacccsdaktwesseubeusaucdoueuseuend | 2, 506, 852 
Bel Sears Birnie ne | ok. | 5 ccbiuudstievabebekiauine 541, 652 
EOS 00 Se RITE) CIOUIEE .. ciccccasascdunsactnaanencen | 34, 488 
li ce SO aadoueenenanena’ 8, 656 
JUSTIFICATION DATA 





332, 866, 100 
30, 000 

1, 635, 000 
300, 000 
160, 000 

8, 900 


Mr. Wurrren. We turn now to “Conservation reserve.” 
We will insert pages 44 to 46 and 51 to 56, including the charts, 
from volume II of the justifications at this point in the record. 


(The pages follow:) 
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Conservation reserve program 


Appropriation Act, 1960, and base for 1961_____.______________ $335, 000, 000 


Budget estimate, 1961 : es eee: ie 


Inerease . +26, 783, 000 


SUMMARY OF INCREASES AND DECREASES, 1961 


Increase in program payments to producers under the 1960 program 
due to an increase in the number of term contracts compared 
with the 1959 program __--_- sie tsi iss ORE ee ee ose + 31, 599, 200 


Decrease in operating expenses : tore 4, 816, 200 


Project statement 


1960 | Increase (+) | 1961 
Project 1959 | estimated | or | estimated 
| decrease (—) | 


i. Conservation reserve program: | 


(a) Program payments... .........-..... $154, 981, 635 | $316, 400, 000 |+-$31, 599, 200 $347, 999, 200 


(b) Operating expenses_-_______- aE 16, 168, 971 | 18,600,000 | —4,816,200 | 13, 783, 800 
(c) Total employee health benefit | | | | 
costs (Public Law 86-382) _....____- | {[—] [-] (+21, 765] (21, 765] 
NN a a 171, 150, 606 | 2 335, 000, 000 +-26, 783,000 | 361, 783, 000 
Unowtipated belenes. ..-.................--.... TE as oe ee Sita een danse 
Total available or estimate _____- .--| 171,332, 393 335, 000, 000 | +-26, 783, 000 361, 783, 000 
Transferred to other agencies for pay, postal, 
iE RON I oo: oceans acignenm| Mayet, eer | 
Total appropriation. _........._- bales | 200, 000, 000 | 





1 Represents obligations. Applied costs are $170,824,552 in 1959, $335,542,981 in 1960, and $362,186,000 in 
1961. The difference of $326,054 in 1959 reflects, primarily, a recovery of prior-year obligations. The dif- 
ference of $542,981 in 1960 and $493,000 in 1961 reflect the estimated excess of tree seedling production over 
orders placed for tree seedlings in those years. 

2 In addition, $29,767,582 of prior-year appropriations advanced to the Commodity Credit Corporation 
will be available in 1960 for payments to producers. Due to uncertainties of estimating completion of prac- 
tice payments within a fiscal year, it is not possible to estimate in advance the balance to be carried into 
1961 by CCC, 





BASIS OF ESTIMATE 


Under the conservation reserve program authorized by the Soil Bank Act, 
farmers voluntarily contract to take cropland out of production for periods of 
from 3 to 10 years and devote it to conservation uses. In return the farmer 
receives (1) an annual rental payment for the contract period, and (2) assistance 
in either cash or conservation materials and services for carrying out approved 
conservation practices on the reserved acreage. Farmers may plant the reserved 
acreage to approved grasses, legumes, or trees, or devote it to a soil-water-forest 
or wildlife conservation practice. They may not harvest a crop from the reserved 
acres nor graze them, except when authorized in emergencies. 

The Soil Bank Act authorizes programs for the 5 calendar years 1956 through 
1960. Contracts may be entered into with producers under each calendar year 
program which, together with contracts already entered into, would requir 
payments to producers not in excess of $450 million in any calendar year. The 
1958 Appropriation Act reduced the authorization for the 1958 program to $325 
million and the 1959 and 1960 Appropriation Acts provide for a $375 million 
program for the calendar years 1959 and 1960. 

The term contracts require annual payments each year the contracts are In 
force. Therefore, each year that new contracts are negotiated a larger part of 
the program authorization is required for annual rental payments. About 
246,220 farms participating in the 1959 program put about 22.4 million acres in 
the conservation reserve. The $375 million authorization for the 1960 program 
will provide for about 5.4 million additional acres on about 55,000 farms. The 
cumulative participation through the 1960 program is estimated to be around 
28 million acres on 301,200 farms. 

The appropriation for program payments is based on anticipated cash require- 
ments for a fiscal year. Each appropriation which is on a fiscal year basis covers 
payments under two or more calendar year programs. Determining the cash 
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requirements on the calendar year programs is difficult and is complicated further 
by such unpredictable factors as weather conditions, availability of material to 
carry out planned practices, and the farmer’s ability to complete practices. The 
1961 budget estimate includes funds that will be required for payments due 
producers under existing contracts only in the fiscal year 1961. Appropriations 
will be required in future years for payments due in such years under the terms 
of the contracts. 

The following table outlines the estimated financial requirements of the con- 
servation reserve program, and shows the distribution of these requirements for 
the fiscal years 1959, 1960, and 1961. The budget estimate for 1961 is predicated 
on existing legislation which does not provide for a 1961 program. 


Estimated requirements, conservation reserve program 1956 through 1960 programs in 
fiscal years 1959 through 1961 


1961 
Item 1959 1960 Increase or (estimated 
(estimated) decrease | (no 1961 


program 


Program expenses: 
Annual rental payments: 





1956-1958 programs $86, 370, 383 $86, 300, 000 — $2, 200, 000 $84, 100, 000 
1959 program 72, 100, 000 172, 100, 000 
1960 program 72, 900, 000 72, 900, 000 
Total, annual payments. -_- 86, 370, 383 258, 400, 000 | +70, 700, 000 329, 100, 000 
Practice payments 
1956-1958 programs . 20, 077, 900 
1959 program = . 46, 633, 062 39, 609, 000 37, 379, 000 , 000 
1960 program. nee fe 17, 391, 000 1, O70, 400 0, 600 
Total, practice payments_- | 66, 710, 962 57,000,000 | —38, 449, 400 18, 550, 600 
Total, payments to producers ?__- 153, 081,345 | 315,400,000 | +32, 250, 600 347, 650, 600 
Production of tree seedlings. . 1, 900, 290 | 1, 000, 000 —651, 400 348, 600 
Total program expenses 154, 981, 635 2 316, 400,000 | +31, 599, 200 347, 999, 200 
Operating expenses | 
Commodity stabilization service | 
National and ASC State Committees- 1, 960, 107 | 2, 546, 000 +18, 600 2, 564, 600 
ASC county committees 12, 996, 948 14, 920, 100 —4, 420, 100 10, 500, 000 
Subtotal, Commodity stabilization 
service _ _. 14, 957,055 | 17, 466,100 | —4, 401, 500 13, 064, 600 
Other agencies 
Agricultural conservation program | 
Service 20, 558 30, 000 ee ed 30, 000 
Forest Service 606, 562 635, 000 | — 212, 600 22, 400 
Soil Conservation Service 541, 652 300, 000 —174, 200 | 125, 800 
Office of the General Counsel 34, 488 160, 000 | —19, 000 141, 000 
Office of Information 8, 656 | 8, 900 | —8, 900 
Subtotal, other agencies ‘ 1, 211, 916 | 1, 133, 900 | — 414, 700 719, 200 
Total, operating expenses 16, 168, 971 18, 600,000 | —4, 816, 200 13, 783, 800 
ae Total, conservation reserve program 171, 150, 606 335, 000,000 | +26, 783, 000 361, 783, 000 
Unobligated balance 181, 787 
lransferred to other agencies for pay and other 
costs | 28, 667, 607 
Total appropriation or estimate 200, 000, 000 335, 000, 000 1-296, 783, 000 361, 783, 000 


Distribution by program years estimated. 
In addition $29,767,582 of prior vear ippropriations advanced to the Commodity Credit Corporation will 


Vailable in 1960 for payments to producers. Due to uncertainties of estimating completion of practice 
ments within a fiseal year, it is not possible to estimate in advance the balance to be carried into 196! 


rcCe. 
STATUS OF PROGRAM 

Ma 0 provisions of program 

1. Objective —The conservation reserve program is part of the overall program 
10 reduce the surplus of agricultural commodities. Its purposes are to (1) adjust 
trop acreage more nearly in line with demands by withdrawing cropland from 
production, and (2) establish and maintain sound conservation practices on the 
and withdrawn The Government assists farmers agreeing to withdraw land for 
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a specified period of years by making annual rental payments to farmers cooperat- 
ing in the program, and by sharing in the cost of establishing long-term conserva- 
tion practices. 

2. Size of program.—The Soil Bank Act provides a contract authorization of 
$450 million in a calendar year. The 1958 Appropriation Act reduced this amount 
to $325 million for the 1958 program. The 1959 and 1960 Appropriation Acts 
provide for a $375 million program for each of the 1959 and 1960 calendar years. 

3. Removing land from production.—A producer who wishes to participate in the 
conservation reserve program must sign a contract in which he agrees to remove 
cropland from the production of crops and devote it exclusively to conservation 
uses. This land is placed in the conservation reserve. He also agrees to comply 
with the acreage allotments established for the farm and to reduce his total crop- 
land by the acreage put in the conservation reserve. In return, the producer 
receives an annual rental payment for the acreage put in the reserve to compen- 
sate him in part for the income a producer may expect to receive had crops been 
grown. He may also receive assistance equal to 50 to 80 percent of the cost to 
establish protective cover or other conservation practices. 

4. Use of land in conservation reserve-—A producer participating in the program 
agrees, among other things, (a) to establish or maintain protective cover (grasses, 
legumes, or trees), water storage Or some other approved conservation practice 
on designated acres, (b) not to harvest any crops from these acres, except timber 
in keeping with good forestry management, (c) not to pasture these acres during 
the contract period, except as may he approved by the Secretary, and (d) to limit 
the crop acreage on the farm to what is known as the “‘soil bank base”’ established 
by the ASC county committee. In general, the soil bank base is the acreage 
that normally produces soil bank base crops such as grain sorghum, wheat, cotton, 
soy! eans, potatoes, sugar beets, seed crops, ete. 

5. Duration of program and length of contracts ——Producers may negotiate con- 
tracts during a period of 5 calendar years from 1956 through 1960. The conserva- 
tion reserve contracts are for periods of 3 to 10 years. Three-year contracts apply 
only to land on which adequate protective cover exists and no cost-sharing prac- 
tices are reouired. 

6. General provisions —Among other things (a) producers must be in compliance 
with all acreage allotments and the farm soil bank base; (6) tenants and share- 
croppers have full right to share in benefits; and (c) a farmer’s historical acreage 
for allotment purposes will be protected. 

7. Advances to Commodity Credit Corporation——The Soil Bank Act authorizes 
the Secretary to use the facilities of the Commodity Credit Corporation in admin- 
istering the soil! ank programs. Payments to producers are made by the issuance 
of sight drafts which are redeemed by the Corporation. The act specifies that 
after June 30, 1957, the Commodity Credit Corporation shall not make any pay- 
ments for the soil }ank programs unless it has received in advance funds from 
appropriations made for this purpose. 

The amount of payments due under each program is based on approved 
contracts and agreements. The timing of the payments by fiscal years is more 
difficult to predict and is dependent upon the producer’s completion of performance. 

8. Payments.—Two kinds of payments are made under the conservation reserve 
program. They are: 

(a) Annual rental payments.—An annual payment is made on all land put in 
the conservation reserve, based on per-acre rate multiplied by the number of 
acres put in the conservation reserve. The national average approved per-acre 
rate for the 1956, 1957, and 1958 programs was $10 and for the 1959 and 1960 
program is $13.50 for the reserve acreage representing a reduction in the soil 
bank base crops. This rate varied among States and counties. For the 1956-58 
programs the annual payment per acre was 30 percent of the above rate where 
the reserve acreage provides no reduction in soil bank base crops, and for the 1959 
and 1960 programs 50 percent. Total annual rental payment to any farm producer 
in any year is limited to $5,000. 

(b) Cost-sharing assistance payments.—Unless the land in the reserve has & 
satisfactory protective vegetative cover, the producer is required to establish 
a soil or water conservation practice. Payments for these practices, determined 
by State and county ASC committees, range from 50 to 80 percent of such costs, 
except that practices for the establishment of water and marsh management, 
and the construction of dams and ponds, are on a sliding scale and the practice 
of establishing cover beneficial to wildlife is based on the cost of other specified 
practices. Cost-sharing payments are made only in case of contracts covering 
a period of at least 5 years. 

(c) Accomplishments.—In the calendar year 1958 under the 1956, 1957, and 1958 
programs are as shown in the following tables I, II, and III. 
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erat. TaBLE I.—Farms with contracts, individuals signing contracts, and amount of 
ervas assistance 1956, 1957, and 1958 contracts only, calendar year 1958 
on of Farms | Individuals Amount of payments ! 
nount State and region with con- | signing e aces 
A tracts contracts 
Acts Annual Practice Total 
irs. ete ad ‘ peck cicada 
n the 
Number Number Dollars Dollars Dollars 
move Maine.._---- actos eee 1, 482 1, 492 447, 044 203, 930 650, 974 
ation New Hampshire... bhi shntnaecaccuapenle 114 114 14, 496 15, 399 29, 895 
mpl | ee SS re ee aa 308 310 44, 059 23, 782 67, 841 
a 31 31 4,612 3,016 7, 628 
crop- NTE oo Loo Ao he cae oe enh wee eaiab cube cue hs aeeocie ieee ieietae aan a ae pane 
ducer SSE EC ee 11 11 2, 038 3, 118 5, 156 
npen- NE dh <n causcenseacnckducuasuanae 3, 518 3,557 | 1, 183, 807 653, 711 1, 837, 518 
Nn els nad 208 209 82, 832 52, 187 135, 019 
een NNN a 1, 767 1, 794 495, 231 180, 109 675, 340 
st to ———__——|——— ——|-——--——|—-—-__— 
Neth AGentlo. co oo cdcedeskeas 7, 439 7,518 | 2,274,119 | 1,135,252 3. 409, 371 
gram ee ee det i es ~ 4714|  +1,759|  583,857| 151,457 | 685,314 
asses, NN A ee ke ae 936 | 978 298, 508 134, 696 433, 114 
uctice Ot ode ee nkeeace it anndalia 451 497 175, 619 133, 908 309, 527 
} RR hick Sion cnacubcacnte Seuvbasee 4, 009 4,080 | 1,240,201 | 557, 423 1, 797. 624 
amber ee a cra a 4, 302 4,387 | 1,423,372 201, 383 1, 624, 755 
uring ES EEE ENE 13, 05€ 13,835 | 9,432,920 | 1,977,019 | 11, 409,939 
limit ee ee cae 1, 645 1,822} 804,816 173, 129 977, 945 
ial A cs ht Ra oe ek eal 3, 378 3,588 | 1,115,301 | 2,416,348 3, 531, 649 
ished North Dakota____._- haaimiee a ae a A 5, 721 7,261 | 7,541,343 | 1,281,377 8, 822, 720 
reage South Dakota.-..........-. dncndianmemaicad. 5, 589 7,058 | 5,335,610 | 1,194,789 6, 530, 399 
tton I ne ee eee 2, 196 2,607 | 1,220,777 506, 265 1, 727, 042 
, SR aie an ok cae tecne nbicaeaueia 5, 671 7,044 | 4, 357, 534 2, 531, 172 6, 888, 706 
———$___|——___| See 
 con- North Central_.............. ected 48, 668 | 54,916 | 33, 479, 858 | d, 258, 876 44, 738, 734 
erva- = S| SSS SSS — -—_———— =—_—_—_———— 
BD TON cnn seveiomssvnbensosaied 42 45|  18108| 13,276 | 31,384 
apply nc ae fe eee 447 474 175, 768 62, 138 237, 906 
prac- eas 480 489 87, 215 51, 400 138, 615 
NN 140 143 | 32, 467 62, 142 | 94, 69 
. NN 2, 481 2, 556 520, 662 400, 471 921, 133 
lance NEI Se a 5, 221 5, 373 | 1, 655, 382 345, 300 2, 000, 682 
hare- eee Se eee cera 7, 643 7,954 | 2,952,128 | 1,475, 995 4, 428, 123 
reage _ | Se ees oS aide iach wernt a 1, 235 | 1,263 | 688, 487 361, 409 1, 049, 896 
: South Atlantic..........-.-- Sted 17,689| 18, 297 6,130, 217 | 2,772,131| 8, 902, 348 
orizes ————__—_ -——~ } -———— — = —S_ ———— =——— 
imin- OE re ti 970 1,010 | 256, 051 | 266, 827 522, 878 
; Tennessee....._- Scream ee 2, 480 2, 587 764,510 | 820, 909 1, 585, 419 
lance MS es Sr ee ela ea a 3, 233 3, 315 784, 527 65, 800 1, 390, 327 
that RRND oer Se Ae 2, 873 2,914 | 1,074,593 405, 791 1, 480, 384 
 pay- RR 8 ne ea a ae 2, 965 3,120 | 1,089,670} 813,613 1, 894, 283 
fro} Louisiana... ._. Fs NN i a pe a re 1, 346 1, 445 566, 003 | 118, 890 | 684, 893 
rom RG Sco 222? Re of 5 Soe 8, 565 | 10,017 | 5,276,929 | 2,354,551 | 7, 631,480 
NS oe i cecal 19, 516 23, 445 | 20,105,919 | 6, 284,694 | 26, 390, 613 
“oved — —— ~ $$ | —____ 
aoe Diets Carte: oan , 41, 948 | 47, 853 | 29, 9, 909, 202 11, 671, 075 ‘41, 580, ‘277 
ance. I a ee | =| —Ss—(«éi59+| «= 960,769 | 158,792 | 1, 119, 561 
serve Idaho ere as a habe? ot ape ce geen 342 402 ) 475, 037 84, 845 | 559, 882 
RN ee ee ek ae Se 252 284 277, 601 26, 457 304, 058 
f RN no ee RLS 3, 081 | 3,794 | 4,593,617 727, 982 5, 321, 599 
ut in OTTO oe as cee A. 3, 301 | 4,121 | 6,409,765 | 1, 253, 098 7, 662, 863 
er of Met es eee es cee 62 | 77 | 97, 196 10, 498 107, 694 
Sa ce eh ee eek 516 586| 806, 700 145, 173 951, 873 
P-ACTe RR ok Chae ig eke ed 1 1 Oe Rcccacke | 91 
1960 Washington - BS Fee ak oa ee eae 467 572 541, 789 231, 691 | 73, 480 
e soil Ra petatn 2 Sra oe | 794 869 739, 772 215, 027 | 954, 799 
2 FO CI es de ee 27 324 419, 462, 161, 309 580, 771 
96-58 al ee ae a oa 
where WM ii ee  Seecawenle hee os 9, 758 11, 789, 15, 321, 799 | 3, 014, 872 18, 336, 671 
1959 om OO OS —— | = 
ducer Sr CN i el i ot} 125, 592 140, 373 | 87,115, 195 "29, 852, 206 | 116, 967, 401 
nas & ' Excludes $725,978 of annual and practice payments withheld, refunded, or forfeited due to contract 
iblish Violations or other reasons. Data obtained from performance reports. 
nined 
costs, 
ment, 
actice 
cified 
vering 


| 1958 
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1929 conservation reserve program 

1. Term contracts —The conservation reserve program, because of the term 
contracts, accumulates its accomplishments each year that new contracts are 
accepted; The program in the salendar year 1959 not only includes the new 
contracts signed under the 1959 program, but also the acreage contracted under 
the 1956 through 1958 programs. 

2. Participation in 1959 program.—The following table IV shows the participa- 
tion during the 1959 program year. Table V shows the payments made by States 
during the fiscal year 1959, and table VI shows the practices carried out in 1958 
program year on new 1959 contracts. 


TasLe 1V.—Progress report as of Aug. 14, 1959—Number of contracts, total acreage 
under contract, annual payment obligations for the 1959 program and cumulative 
practice obligations 


Contracts | Acres under} Annual pay- 


Practice pay- | Total annual 
signed, cu- | contract, | ment obliga- 


ment obliga- | and practice 

















State and region mulative j|cumulative| tions, 1959 tions, cu- payment ob- 
1956-59 1956-59 | program year mulative ligations, cu- 
1956-59 ! mulative 

| 

Number Acres | 
Maine = séce ait 2, 188 99,035 | $1,061,807 | $1,265,008 $2, 326, 815 
New Hampshire a 368 9, 748 131, 659 129, 401 261, 060 
Vermont . ee) a gh, 795 25, 066 338, 105 309, 281 647, 386 
Massachusetts : BS Ase 93 2, 241 34, 907 25, 285 60, 192 
Rhode Island-__- ; ; 3 37 Da eissuichoeunmdeeee 737 
Connecticut eae batees 150 | 3, 664 | 74, 018 21, 264 95, 282 
New York ; ote wet 7,021 358, 903 4,590, 906 4, 095, 646 8, 686, 552 
New Jersey... _-- . 805 36, 705 631, 944 | 404, 942 | 1, 036, 886 
Pennsylvania. i 5,010 246, 844 3, 766, 425 1,110, 453 4, 876, 878 
North Atlantle es : 16, 433 782, 243 10, 630, 508 7, 361, 280 17, 991, 788 
Ohio . a 6, 311 346, 839 5, 873, 297 2, 288, 765 8, 162, 062 
Indiana 5, 993 358, 643 6, 547, 040 4, 192, 547 10, 739, 587 
Illinois ; 4,918 344, 72 5, , 566 4, 616, 300 10, 554, 866 
Michigan oad 8, 846 508, 454 6, , 124 3, 213, 768 9, 562, 892 
Wisconsin ; 9, 536 542, 140 7, 273, 040 2,021, 416 9, 294, 456 
Minnesota... 19, 121 1, 765, 412 19, 270, 749 8, 240, 810 27, 511, 559 
Iowa : 6, 154 , oe 8, 773, 904 2, 262, 127 11, 036, 031 
Missouri rap a 8, 516 608, 239 8, 388, 732 13, 676, 367 22, 065, 099 
North Dakota ae : 9, 148 1, 818, 854 18, 258, 072 7, 631, 059 25, 889, 131 
South Dakota__-. wean 8, 410 1, 285, 454 12, 913, 558 8, 176, 864 21, 090, 422 
Nebraska . we 5, 990 679, 880 7, 960, 558 5, 543, 830 13, 504, 388 
Kansas - ; . 10, 619 1, 119, 876 13, 376, 236 15, 485, 445 28, 861, 681 
North Central 103, 472 9, 871, 068 120, 922, 876 77, 349, 298 198, 272, 174 
Delaware ; 246 14, 788 246, 025 222, 171 468, 196 
Maryland ‘ 1, 239 69, 945 1, 175, 6938 687, 470 1, 863,163 
Virginia 1,785 79, 115 1, 275, 244 474, 628 1, 749, 872 
West Virginia 1, 050 38, 345 606, 544 177, 141 783, 685 
North Carolina. 5, 735 2, 768, 972 2, 879, 360 5, 648, 332 
South Carolina 9, 301 5, 696, 856 4, 526, 848 10, 223, 704 
Georgia 12,314 8, 471, 120 8, 860, 382 17, 331, 502 
Florida 1, 668 1, 494, 812 1, 526, 354 3, 021, 166 
south Atlantic... a 33, 338 1,! 21, 735, 266 19, 354, 354 41, O89, 620 
Kentucky 4.413 4, 738, 207 4, 689, O86 9, 428, 193 
Tennessee 6, 127 5, 166, 020 4, 967, O98 10, 133, 118 
Alabama. 6, 483 3, 498, 198 | 3, 318, 397 6, 816, 595 
Mississippi 4, 995 3, 820, 241 3, 058, 359 6, 878, 690 
Arkansas 7, 361 5, 564, 433 4, 079, 236 9, 643, 669 
Louisiana 2, 656 176, 001 2, 309, 726 1, 151, 867 3, 461, 593 
Oklahoma 14, 203 1, 187, 611 12, 392, 020 10, 723, 084 23, 115, 104 
Texas 30, 140 3, 238, 504 34, 025, 052 30, 197, 066 64, 222, 118 
wwuth Central ‘ S 76, 378 6, 291, 456 71, 513, 897 62, 185, 093 133, 698, 990 
Montana 1, 590 455, 637 4,095, 491 1, 771, 320 5, 866, S11 
Idaho ; 1,109 211, 388 2, 547, 805 1, 181, 269 3, 729, 065 
W voming 461 101, 958 886, 748 237, 869 1, 124, 617 
Colorado 4, 471 1, 185, 361 9, 009, 180 5, 693, 296 14, 702, 476 
New Mexico 3, 537 872, 503 7, 111, 221 5, 846, 070 12, 957, 291 
Arizona 65 7, 353 100, 443 | 66, 382 166, 825 
Utah 828 206, 77 1, 763, 246 1, 067, 098 2, 830, 344 
Nevada 1 13 91 226 317 
Washington 1,746 265, 292 3, 356, 189 1, 365, 592 4,721, 781 
Oregon 1, 884 192, 825 2, 631, 693 1, 563, 183 4, 194, 876 
California 907 167, 911 2, 165, 066 1, 343, 908 3, 5OR, 974 
SI 8 ng 16, 599 3, 667,015 33, 667, 173 20, 136, 204 53, 803, 377 
a SAGAR! phe ee ND 246, 220 | 22, 422, 159 258, 469, 720 186, 386, 229 444, 855, 949 


—— LL 


Includes funds already expended for practice completion. 


Data obtained from performance reports, 
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TaBLE V.—Payments made to producers in fiscal year 1959 


State 


Alabama 
WN taticte hethodkokedbedeenind sade thnete nade tee ocean 
Arkansas. -- 
I sh andrea colores ed ; 
NI ore ee eee esse aoe 
Connecticut 
Delaware_-.- 
Florida 
Georgia. -- Sic etheeaee Sees 
Idaho. Wet y Dik ear ee 9 BA ee Se er ae 


Illinois... ._- BS oth BO eg es ee eS hae oe | 
OSS eee 
I ec oS SSS TS ciated 5 


Kansas 








Maine 


Michigan. ._......- 
Minnesota_-_.....- iosmle 
Mississippi 
Missouri_-.__-- os 
Montana. _-_-..-- . 
Nebraska. -- 
Nevada--- = 
New Hampshire 








I et oie te Te a sadiadip na-cnceeniatls 
New Mexico 
New York. 


North Carolina 


North Dakota 


Ohio 
0 Se eee ee dikicdies ailmanaiaiaentakenaiaeael 





Oregon. - 
Pennsylvani 
South Caroli 


South Dakota 


Tennessee. 
Texas. 

SOUR ee a 
Vermont 
Virginia 
Washington 


West Virginia 


Wisconsin. 
W yoming 


Total. 


a 
Mis ine 





Annual 


payments 


$786, 653 
99, 77 

1, 081, 174 

425, 341 


173, 497 

300, 148 

728, 233 
, 359, 453 

262, 081 

602, 167 

445, 442 

176, 127 
484 
, 535 
, 546 
, 409 
880 
, 251 
910 

91 
. 475 
, 749 
378 
987 
277 
, 891 
, 573 
. 005 
|, 863 
, 140 
, 828 
, 587 


— 


om 


20, 





1, on 


282, 475 | 


86, 370, 383 





Payments 


for 


$1, 237, 102 








5 


practices 


9, 977 
1, 019, 004 
328, 102 
1, 812, 312 
2, 493 
49, 094 
538, 085 | 
3, 645, 349 
282, 929 
326, 157 
1, 304, 989 
536, 368 
4, 395, 670 
923, 989 
404, 949 
271, 099 
172, 109 
4, 969 
753, 689 
2, 317, 926 
663, 791 
3, 618, 309 
578, 370 
1,915, 911 
27, 887 
159, 632 | 
2, 556, 026 
926, 306 
1, 217, 670 
3, 335, 651 
510, 039 
3, 088, 954 
331, 637 
514, 610 
1, 262, 854 
3, 043, 789 
1, 934, 357 
7, 821, 735 
221, 310 
43, 401 
249, 512 
470, 680 
91, 300 | 
544, 27 
53, 785 | 


5, 518, 151 | 





Total 
payments 





_ 


to 
Sin 9 90 Se bo 90 


1, 


141, 


186, 070 
007, 116 
716, 541 
348, 236 

9, 453 


, 979, 224 
, 747, 472 
, 748, 200 
. 716, 189 


497, 621 
138, 821 
91 

42, 362 
243, 381 
958, 404 
105, 293 
741, 947 
264, 542 
031, 612 
372, 950 
082, 500 
008, 750 
915, 682 


, 383, 376 


705, 627 
873, 933 
028, 103 

7, 330 





997, 100 
123, 804 
978, 102 
336, 260 


888, 534 
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Conservation, reserve program, 1960 


1. Program changes.—The regulations for the’1960 program will be similar to 
the 1959 program. To strengthen the program the priucipal changes relate to 
publicly owned land, tenure of ownership, the method of setting payment rates, 
and the determination of priorities when more applications are received than 
can be accepted. 

(a) Land owned by a State, county, town, or local government is ineligible for 
the program. 

(b) Land which changed ownership since December 31, 1956, except through 
inheritance, is ineligible to enter the program in 1960. 

(c) If land put in the program is sold, the contract generally may be assumed 
by the purchaser only after it has been in effect for 3 years. 

(d) Producers who wish to participate in the program will request the ASC 
county committee to establish a basic annual per acre rate; consideration will be 
given to productivity of the land, not to exceed the local fair rental value of the 
land based on crops harvested in the last 5 years. The rate will be generally 10 
percent higher than the rate for only part of the eligible land. The producer 
may offer his land at any rate below the basic annual rate. 

(e) If the applications would exhaust all the available program authorization 
allocated to a county or if more land is offered than is considered desirable in a 
year, a priority system will be used to determine the contracts that will be offered. 
The first offers will be made to producers who, during the 1959 program signup, 
applied, but whose contracts could not be accepted because of the lack of pro- 
gram authorization. Such producers will be offered a contract at the basic 
annual rate, reduced by the average amount of reduction by all offers in the 
county. If he is unwilling to accept such terms, the application will be con- 
sidered on the regular basis in competition with all other applicants in the county. 
The next priority will be offered to producers who offered land at the lowest rate 
compared with the basic rate established for the land. Each offer will be com- 
puted as a percentage of the basic rate for the land offered. 

2. Annua! payments.—The basic State annual payment rate per acre for the 
1959 and 1960 programs and those in effect in former years is shown in table VII. 

3. Applications for 1960 contracis—The goal for the 1960 program would in- 
crease the net acreage in the program by 5.1 million acres to a total of 27.5 million 
acres. Table VIII makes a comparison of the acreage goals by States with the 
acreage offered for participation in the 1960 program. The table also shows the 
number of farm applications for contracts submitted and the amount of program 
authorization available for new contracts by States. 

4. Maximum and other rates of payment.—The basic annual rate established for 
any land will not exceed the fair rental value of the land based on the productivity 
of the land for the last 5 years and will reflect the relationship of the land offered 
to similar land in the county. If land is rented, the basic annual rate will not 
exceed the rent being paid. The regular maximum payment rate may be earned 
by putting in the program land which, during the past 2 vears (1958 and 1959), 
has been in “‘soil bank base’’ crops (grains, oilseeds, and row crops) or from which 
tame hay has been harvested for hay or silage during the same period and 4 
corresponding reduction is made in “‘soil bank base’’ crops. 

A lower rate of per acre payment, 50 percent of the regular maximum rate for 
the farm, may be earned by putting additional ‘‘nondiversion”’ land in the pro- 
gram. This does not require a corresponding reduction of soil bank base crops. 
On farms with a soil bank base of over 30 acres for each acre put in the reserve at 
the regular rental rate 1 acre of land may be entered at the nondiversion rate. 

5. Timing of 1960 conservation reserve contracts ——Producers interested in par- 
ticipating in the 1960 conservation reserve program asked the ASC county com- 
mittees, by October 9, 1959, to set a basic annual rental rate per acre for the land 
to be placed in the reserve. The next step for the producer is to file his applica- 
tion. The deadline for this action was October 16, 1959. On the application the 
producer will make offers of the annual payment rate he will accept for his land. 
Unless the rate is less than the basic annual payment rate, the offer will not be 
accepted. The ASC county committees will provide contracts for the offers 
that can be accepted, and the producer will be notified of the date by which he is 
to return the contract. Contracts generally must be signed within 10 days from 
the time the producer receives notice that the contract is ready for signature, 
but not after February 1, 1960. 
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Taste VII.—Estimated 1956-59 acres for 1960, acreage goals for new contracts, 
1959 and 1960 State basic rates compared with rates for 1956-58, and allocations 
of program authorization funds 
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acreage 
through 
1959 


| 

| Reserve 
| 

| 1 
program 


292, 266 
7, 353 
| 465, 956 
| 167, 911 
185, 361 
3, 664 
| 14, 788 
167, 111 
| 786, 346 
211, 388 
344, 721 
358, 643 | 
| 492, 556 
, 119, 876 
295, 703 
176, 001 
| 99, 035 
69, 945 | 
2, 241 
508, 454 
765, 412 | 
283, 593 | 
608, 239 | 
455, 637 
679, 880 
| 13 
9, 748 | 
36, 705 
872, 503 | 
| 358, 903 
| 188, 505 | 
| 1,818, 854 
| 346, 839 
, 187, 611 
192, 825 
246, 844 
37 
466, 222 
1, 285, 454 
351, 822 
3, 238, 504 
206, 774 
25, 066 
79, 115 
265, 292 
38, 345 
542, 140 
101, 958 


| 22, 422, 159 


_ 


| 





—_ 


~ 











5, 100, 000 | 27, 522, 159 





Tentative 
goals, 1960, | Total acres, 
for new 1960 (esti- 
contracts mated) 
(acres) 
79, 000 371, 266 
6, 100 13, 453 
118, 000 583, 956 
59, 000 226, 911 
186,000 | 1, 371, 361 
1, 900 5, 564 
4, 800 19, 588 
25, 000 192, 111 
134, 000 920, 346 
66, 000 277, 388 
128, 000 472, 721 
126, 000 484, 643 
184, 000 676, 556 
343,000 | 1, 462,876 
113,000 | 408, 703 
44, 000 | 220, 0O1 
20,000 | 119, 035 
21, 000 90, 945 
1, 600 3, 841 
141, 000 649, 454 
225, 000 1, 990, 412 
66, 000 349, 593 
252,000 | 860, 239 
145, 000 | 600, 637 
227, 000 | 906, 880 
1, 400 | 1, 413 
2, 500 | 12, 248 
10, 000 | 46, 705 
31, 000 | 903, 503 
74, 000 | 432, 903 
57, 000 245, 505 
418, 000 2, 236, 854 
134, 000 480, 839 | 
264, 000 1, 451, 611 
48, 000 240, 825 
70,000 | 316, 844 
200 | 237 
89, 000 555, 222 
281,000 | 1, 566, 454 
105, 000 456, 822 
457,000 | 3, 695, 504 
32, 000 | 238, 774 
6, 500 31, 566 
32, 000 111,115 
84, 000 349, 292 
16, 000 54, 345 
146, 000 688, 140 
25, 000 126, 958 





1959-60 
basic 
rate 

per | 

acre 


t 
= 
3 


z 





13. 00 | 
19.00 | 
8.00 | 
15. 00 
16. 00 


19. 00 
12. 00 
16. 00 
16. 00 





Allocation 
1956-58 | of program 
basic | authoriza- 
rate tion (sub- 
per ject to 
acre minor 
changes) 
$8 | $6, 287, 858 
9 100, 443 
9 7, 646, 380 
12 2, 950, 000 
8 | 10, 585, 892 
13 102, 619 
12 333, 064 


11 | 3,927, 171 
12| 8,259, 476 
12 | 9,673, 108 
12 | 12, 799, 267 
10 | 19, 686, 826 
10 | 7,019, 533 
10 | 3, 128, 345 
9 | 1,583, 686 
12| 1,529,271 
13 50, 982 
11 | 10, 440, 785 
11 | 22, 686, 916 
10 | 4, 783, 572 
9 | 13, 369, 586 


9 6, 287, 152 
9 11, 572, 794 
91 


172, 336 


13 1, 077, 714 

8 7, 132, 564 
11 7, 022, 951 
10 4, 670, 858 


9 31, 513, 888 
10, 089, 975 
9 18, 082, 825 


12 3, 738, 487 
ll 6, 118, 210 
12 1, 641 


9 9, 093, 729 
9 | 21, 609, 576 


10 | 8, 567, 348 
10 | 40, 752, 345 
11 | 2,151, 063 
10 473, 506 
10 | 2,057,629 
13| 4,786, 562 
10 930, 123 
11 | 11, 123, 643 


8 1, 153, 773 


374, 575, 000 
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TasLe VIII.—New participation under 1960 program (acreage goals, applications 
submitted, and program authorization for new acreage) 


New acreage in 1960 | Program 
Applications | <itannnaanace.| , ASDOreaas 
for contracts tion available 


State | (prelimi- | Offered on | for new acres 
nary) | Goal | applications (subject to 

(acres) | (acres) (pre- minor 

| liminary) changes) 

—~— — — —_ —_—— — 
PIIIING sen Ss a ee ee Ee 3, 142 79, 000 188, 442 | $2, 789, 660 
BRO o. cicccicnse a a a ts Smetckdieiadbsaiwaieeues diane Oe tion we ceaeanaelesaapml 
ge ee oe er : otaiatal 3, 754 | 118, 000 | 268, 590 | 2, 081, 947 
California. ___- eee hee eee 313 59,000 | 61, 483 | 784, 934 
Colorado.._........- eee Ss ee are cl cca 664 186, 000 | 168, 334 | 1, 576, 712 
Te Paekias 69 1,900 | 1, 980 | 28, 601 
Delaware____._- EE a ER es a 78 | 4, 800 | 5, 147 | 87, 039 
Ween oo on ain lagencinaiamaunenecasGaman 791 | 25,000 | 88, 641 1, 291, 458 
Georgia era ee ee sadn 5, 447 134, 000 | 433,095 | 6, 192, 047 
a Be 639 66,000 | 117, 671 1, 379, 366 
RE ee 1, 679 128, 000 | 134, 250 2, 320, 910 
Rs eg ee ge 3, 133 126, 000 211, 740 3, 126, 068 
eS ee ee eae ae. 2, 817 184, 000 | 275, 820 4, 025, 363 
a 3, 742 343, 000 455, 847 | 6, 310, 590 
Kentucky---_--.- ete Er ee ok 5 1, 798 113, 000 160, 077 2, 281, 326 
Louisiana___..- ee en ee a | come 960 44,000 | 70, 962 | 818, 619 
RN es ee et cama 937 20,000 | 51, 693 | 521, 879 
ENN So ae a Fe hs 447 21, 000 26, 307 | 353, 578 
Massachusetts. .._____ Se a aR, eae 35 1,600 | 1,470 | 16, 075 
I fe 4,489 141,000 | 320, 521 4, 091, 661 
IRR SS ag fn S 3, 948 | 225, 000 349, 402 | 3, 416, 167 
DAM. eee 1, 599 66, 000 90, 646 | 963, 331 
it a Lg eT si cau 4, 131 252, 000 360, 898 4, ORO, 854 
Ea ee eee 7 820 145, 000 269, 756 2, 191, 661 
ek 2, 522 227, 000 303, 029 | 3, 612, 236 
ng cecilia eek ak oa 1, 400 - ; adem 
NT NN a ees ee cee ceingel 122 2, 500 | 3, 460 40, 677 
Is cn eee 445 10, 000 21, 202 | 445, 770 
New Mexico. ___--- cfm eee teen 9 31, 000 1, 142 | 21, 343 
a ecocaae 3, 905 74, 000 241, 957 | 2, 432, 045 
oe ae ae 3,145 57, 000 117, 703 1, 901, 836 
oo eee Fe eee ke adel 5, 832 418,000 | 1, 330, 282 13, 255, 816 
a oe 3, 887 134, 000 | 251, 640 | 4, 216, 678 
Sa a ge eae 4, 900 264, 000 | 426, 908 | 5, 690, 805 
NEES a ae amie 706 48, 000 | 69, 854 1, 106, 794 
Pennsylvania---_-_-.._- ee sural aekbies 3, 466 70,000 | 188,477 | 2, 351, 785 
Rhode Island ei tudcee ses 3 200 | 93 | 904 
South Carolina........._._- : ig 4, 371 89, 000 249, 406 3, 396, 873 
South Dakota.........._- Sk eee aa Es Sous 4, 898 281,000 | 766, 730 8, 696, 018 
PII once. occ seen Be : 3, 376 105, 000 261, 561 | 3, 401, 328 
a ae chadin : 6, 892 457, 000 612, 477 6, 727, 293 
I aa ate ee ade et 268 32, 000 | 50, 569 387, 817 
eect 2th ee 296 6, 500 | 16, 685 135, 401 
Virginia ee ee ea 967 32, 000 | 60, 389 782, 385 
Washington___________ ; 863 84, 000 104, 354 1, 430, 373 
West Virginia.......__ Aes ae 1,063 16, 000 | 36, 265 | 323, 579 
Wisconsin__..___- WA Saas 4 chemeaed 5, 151 146, 000 | 356, 013 3, 850, 603 
NN a ee 145 25,000 | 31, 958 | 267, 025 
i a he ol te 102, 664 5, 100, 000 | 9, 614, 926 116, 105, 280 





BUDGET REQUEST 


Mr. Wuirten. This is a request for $361,783 ,000. 

We would like for you to discuss the figures on page 46 of the 
justifications. 

Mr. Breacu. The justifications on page 46 indicate a need for a 
total of $329,100,000 in fiscal year 1961 for annual rental payments, 
and a need for $18,550,600 for practice payments, or a total of 
$347 650,600 for payments to producers. 

In addition there is a need for $348,600 for the production of tree 
seedlings, making total program expenses of $347,999,200. 

The increase over the preceding year is approximately $26,783,000, 
all of which is in the program expenses. The operating expenses 
being decreased on the basis of the existing legislation which provides 
for no new contracts after 1960. 
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EXPENDITURES SINCE INCEPTION 


Mr. Wurrren. Could we have for the record the total expended to 
date, by years, through fiscal year 1959 for the conservation reserve 
program, and a projection for 1960 and 1961? 

Mr. Beacu. I can give it to you now. 

In round figures the total expenditures in 1957 were $37 million; in 
1958, $133 million; in 1959, $171 million; the 1960 estimate is $335 
million; and the 1961 estimate is $362 million; for a total of $1,038 


million. 
PROPOSED LEGISLATION 


Mr. Wurrren. I am aware that the authorization for these expendi- 
tures has expired. W hat is the status of the proposed legislation to 
extend this program? Have you had any hearings? 

Mr. McLar. I think I should answer that, Mr. Chairman. 

The Senate, of course, has not had hearings because of the civil-rights 
controversy. We were ready to testify and Senator Ellender called 
the hearings off. I have appeared before the Agriculture Committee 
of the House and presented our program and ‘they are still having 
hearings and asking everybody, including farm organizations and 
other interested people, to testify. But there has been no action 
taken in the House yet and none whatever taken in the Senate. 

Mr. Wuirren. Will you furnish us an estimate of the eventual 
total cost of the program as of this year? 

Mr. Beacu. Yes, sir. 

(The information follows:) 


1956-60 conservation reserve program: Estimated total costs during term of all con- 
tracts and average annual cost per acre ! 














Year or item Rental cost Practice cost Total cost 

RON ee Ue Seat ig ie $414, 812, 834. 00 $141, 902, 400. 00 $556, 715, 234. 00 
| es i mre i os Sa ae oO 336, 218, 601. 00 32, 300, 000. 00 | 368, 518, 601. 00 
een en one oe Sn Ger eer Of ee a 334, 822, 231. 00 
CL AST eae See aS fee 304, 976, 442. 00 iat Bloc te 304, 976, 442. 00 
Mee oe Oa ee eae 289, 168, 832. 00 
1964 DI EEE icccnWanicnuuiacusdtecen 179, 608, 758. 00 
ee 7 Pate es ee ae oer ot .:... 130, 597, 057. 00 
=e Ree eh sd se ete ONT. OOF. 08 Pisin iec un ss 0 126, 027, 697. 00 
a aie i mk oe De | 106, G40; O00) 00). ccc cece ncsecded 108, 549, 940. 00 
a OR Og 94, 419, 728. 00 
ee ene See ko ees ee ee Se OY ac ene 28, 262, 000. 00 

Rs io he cata ses ieee cae 2, 347, 464, 120. 00 | 174, 202, 400. 00° 2, 521, 666, 520. 00 
Average annual cost per acre ?_.._.....--... 11. 76 . 87 12. 63 








' 1956-59 data are latest available on amount earned. Data after 1960 are estimated. 
* Averages based on estimated 28.6 million acres in reserve and 6.98 years per contract. 





GAO FINDINGS 


Mr. Wurrren. As you have noted, the General Accounting Office 
has made certain statements with regard to 23 percent of the land 
signed up having had no history of produetion. It says the cost to 
the Government will be $270 million for this 23 percent that has had 
no history of production. 

What action have you taken or do you intend to take in this field? 

Mr. McLarn. Mr. Chairman, Mr. Hamilton will answer that. 

Mr. Hamitton. This figure of 25 percent——— 

Mr. Wuirren. I believe they said 23 percent. 
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Mr. Hamittron. It amounts to 25 percent, and I think in order to 


get the true picture we have to look at the percentage of the national 
total cropland in these three categories: 

According to the 1954 census, of 460 million cropland acres, 31.3 
percent was in hay and rotation pasture; 6.2 percent was in summer 
fallow; and 7.2 percent was in idle and crop failure; making a total of 
nearly 45 percent of the total cropland of the Nation in these three 
uses, 

Of the 22.4 million acres we had under contract a year ago for the 
1959 crop year, 16.3 percent was in hay and rotation pasture; 4.6 
percent in summer fallow; and 4.1 percent in idle and crop failure. 
Of this 22.4 million acres approximately 65% percent was in whole farm 
units and when we get whole farm units we get all the cropland on that 
farm. A great bulk of this category is found in the whole farm unit. 
Therefore, the slice in conservation reserve in these three uses is a 
much lower percentage than for all farms in the census. 

Mr. Wuirren. I think you are entitled to put the Department’s 
statement in connection with this in the record. My question, how- 
ever, was directed to what action is the Department taking or plans 
to take with regard to the statements made by the General Accounting 
Office in regard to 23 percent of this land having no history of produc- 
tion. 

Mr. McLain. Mr. Chairman, we would like, with your permission, 
to reply to the indications in the General Accounting Office report. 

Mr. Wuirren. We will be pleased to have vou do so. 

(The reply referred to follows:) 


Prior Use or LAND IN THE CONSERVATION RESERVE 


It is the opinion of the Department that an erroneous impression is created by 
the General Accounting Office statement relative to the estimated annual pay- 
ment cost of the acreage in the conservation reserve normally idle, summer 
fallowed, or devoted to hay and pasture. The GAO statement is that 23 percent 
or 5.4 million acres of the 23 million acres now in the conservation reserve repre- 
sents this type of land for which an annual payment of $54 million is being 
made—$10 per acre. The statement that 23 percent of the acreage in the 
conservation reserve is normally devoted to these uses is not contested. How- 
ever, we believe it is a misrepresentation of the facts to imply that the retirement 
of this acreage will not make a significant contribution to the reduction of the 
excessive supplies of agricultural commodities. 

For instance, where summer fallowing is practiced, a considerably smaller pro- 
duction would result if the land were not summer fallowed in the year prior to 
the growing of the crop. In many instances a crop cannot be economically 
produced without summer fallowing. 

Provisions in the Soil Bank Act require the inclusion in the conservation 
reserve of land normally devoted to tame hay. The retirement of land devoted 
to tame hay certainly contributed substantially to a reduction in the production 
of livestock and livestock products. In general, it can be said that the produc- 
tion of hay is absolutely necessary in connection with the production of livestock 
products. 

Land devoted only to pasture (permanent pasture) is not eligible to be pl: aced 
in the conservation reserve. It is true that the occasional pasturing of land 
devoted to tame hay does not disqualify this land for inclusion in the conservation 
reserve. This is a customary part of the cropland rotation pattern on many 
farms under which it is economically efficient to graze the residual hay stand for 
a year or two before the return of such land to corn, or other soil bank base 
crops. 

Idle land is not eligible to be placed in the conservation reserve unless it is 
used for the peers of crops in the normal rotation pattern on the farm, It 


is true, the year in which such land would be idle in the rotation pattern on the 
farm that no production would result from such acreage that year. 
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However, in the years of the rotation pattern in which it is used for the predue- 
tion of crops normally grown on the farm there can be no question but that, sub- 
stantial production would result from this acreage over the rotation period. 

Therefore, we believe that inclusion in the conservation reserve of land nor- 
mally devoted to these uses brings about a substantial reduction in production, 
and to inelude such acreage is consistent with the intent of the Soil Bank Act, 
Of course, the annual per acre rates of payment being made for the conservation 
reserve acreage would not attract very much acreage to the conservation re- 
serve program if the eligible land was limited to that specific acreage which was 
normally devoted to a specific commodity. 

It is true that the Soil Bank Act establishes an extremely broad authority as 
to the type of land that is eligible for conservation reserve participation; however, 
it is restrictive in that it applies to acreage regularly used in the production of 
crops. We believe that the accepted interpretation of ‘‘regularly used,” applies 
to all cropland included under the established rotation pattern for the individual 
farm. It is true that all such land is not devoted to a cultivated crop each. year 
of the rotation period, but it is normally devoted to some type of crop which may 
include grasses, legumes, rotation pasture, etc., from which a crop is generally 
removed by livestock or mechanical means. As a result all cropland included in 
the rotation pattern for the farm is in our opinion “regularly used”’ within the 
meaning of the term “acreage regularly used in the production of crops.” It 
should be noted that the definition of cropland as it applies to classification of 
land placed in the conservation reserve program is the same definition as that 
followed in classifying cropland for other related farm programs such as allotment, 
marketing quota, agricultural conservation program, and price support. . This 
definition of cropland has been accepted and applied uniformly in administering 
the related farm programs for a considerable number of years and basically has 
remained unchanged. 

With regard to tame hay, the act itself, specifically provides for its eligibility. 
However, it should be noted that beginning with 1960 contracts, greater restric- 
tions have been placed on the eligibility requirements of tame hay land. The 
definition of ‘‘tame hay”’ has been revised to provide that before such land can be 
eligible for participation in the conservation reserve program growth from such 
land must have been harvested for hay or silage during 3 of the 4 years 1956 
through 1959. 

We believe the Department has authority under the act to include all the land 
which has been described in the regulations as eligible land. As a practical matter 
it could not do less since hay, cropland pasture, idle land, summer-fallowed land, 
and crop failure are all real and ever-present factors in farming and have been so 
recognized by all agricultural authorities, including the Census Bureau of the 
Department of Commerce. In fact, the Census Bureau includes in its total crop- 
land statistics not only all of the above land uses but some additional ones not made 
eligible under the conservation reserve regulations. 

The preliminary estimates by the Department from which data shown on page 3 
of the report apparently were derived, show that there are 5,456,000 acres in the 
1959 conservation reserve devoted to hay, pasture, idle, fallow, and crop failure 
uses which represents 23.5 percent of the total reserve acreage estimated at that 
time. If the 1954 U.S. census ratio of these five land uses to total cropland for 
all farms in each State is weighted by the conservation reserve acreage for 1959 
in each respective State the indicated national weighted average thereof is 41.1 
percent of the comparable total cropland. This clearly indicates that the propor- 
tionate part of the conservation reserve acreage devoted to the five land uses 
which are questioned is only slightly more than half as high as it would be if 
absolutely average land had been placed in the conservation reserve in each State. 

When absolute census totals are used (that is, if the five land use ratios are not 
weighted by conservation reserve participating acreage) the U.S. ratio of the 
five land uses to total cropland for all farms is 44.5 percent which, contrary to the 
view taken in the report, shows that land under contract is, in fact, highly selective 
in this regard. One major oversight is that hay and pasture produce livestock and 
livestock products just as surely as do corn or any other grain crop. While the 
conservation reserve impact on surplus production of meat, butter, cheese, pow- 
dered milk, and other livestock products supported by the Government cannot 
be measured as accurately as for the grain crops, nevertheless the impact exists in 
a very real form. 


Mr. McLarn. I am sure you realize, and the General Accounting 
Office realizes, that we have followed to the letter of the law the 


requirements. As Mr. Hamilton has just pointed out, the cross 
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section of the cropland that we have in the conservation reserve 
shows a smaller percentage of the thing the General Accounting 
Office is talking about than the total crop acreage in this country. 

[n our judgment, if what the General Accounting Office is suggesting 
is done—-which we disagree with--the law itself will have to be 
changed. 

Mr. Wu.tTEN. So you plan to take no action? 

Mr. McLain. That is correct, unless the law is changed. 

Mr. AnpERSFN. May I ask a question at that point, Mr. Chairman? 

Mr. Wuirren. Yes. 

Mr. ANDERSEN. In relation to that, I presume much of that 
pasture and hay land is a part of the regular rotation? 

Mr. McLain. That is correct. 

Mr. ANDERSEN. And that is probably a good deal of the figure the 
General Accounting Office is referring to? 

Mr. McLain. | would assume that is true. I cannot speak for the 
General Accounting Office. 

Mr. Hamitton. One other point: The great bulk of these three 
categories is found on whole farm units so we have taken the whole 
farm out. On part-farm operations we take out a larger percentage 
of the soil bank base crops but we do not always get as high quality 
cropland. 

Mr. ANDERSEN. I might say had you and the Secretary followed 
my suggestion of not taking whole farms out of production you would 
not be in this particular hole with the General Accounting Office 
today. I want to repeat my stand on this. I think the poor results 
in the end are more against taking whole farms out of production 
for the reason there are too many spots in our economy—lI know they 
exist in my district——-where we are trying to do good in one area by 
taking land out of production to push prices up, and in certain 
communities that has been so popular that the economy of that 
particular area is suffering. 

So I would still have to say it is my personal opinion that we should 
prohibit by law more than 50 percent of the crop acreage of any farm 
being put under the soil bank. 

Mr. Wuirren. Of course, may I point out the law is already written, 
so far as authority for this vear is concerned. So unless the Congress 
should renew the legislation the question at issue is moot. 

Mr. ANDERSEN. | think that is one thing Congress should look into 
carefully and prohibit by law putting whole farms under the soil 
bank. 


CASES PENDING AS RESULT OF GAO FINDINGS 






Mr. Wuirren. In prior years, Mr. Secretary, the Department has 
taken action in connection with a number of contracts as a result of 
GAO reports to the committee. I wonder if many cases are pending 
to set aside contracts in the conservation reserve and what action has 
been taken? 

Mr. McLain. Could we put that in the record? 

Mr. WuirteN. Yes. 


(The information follows:) 
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ACTION TAKEN ON SOIL BANK CONSERVATION RESERVE CONTRACTS QUESTIONED 
BY GENERAL ACCOUNTING OFFICE 


Some 171 contracts were questioned by representatives of the General Account- 
ing Office in its recent report on field audit of soil bank conservation reserve pro- 
gram activities. Investigation and corrective action has been taken in all of the 
cases found to be questionable, with the exception of seven cases which have not 
been finalized pending further consideration. Of the cases finalized, five contracts 
were terminated, a number of others were modified to meet requirements of the 
regulations and all others were found to be proper. 


REPORT COVERING ENFORCEMENT OF VIOLATION REGULATIONS IN ADMINISTRATION 
OF THE SOIL BANK CONSERVATION RESERVE PROGRAM 


The following is a summary showing accumulated results of administrative 
action taken by State and county ASC committees in enforcement of the violation 
regulations of the soil bank conservation reserve program. Each State is required 
to submit a quarterly report to the Soil Bank Division, CSS, showing the number 
of violation cases discovered, the amount of money involved and the action taken. 


Soil bank conservation reserve, violations report summary, covers program up to 
Dec. 31, 1959 (all States) 


, | 
| Number |} Amount 
| of cases 


| 
| 





1, Unsettled cases on hand < ‘ ‘j B ies ail 351 $222, 464. 76 
2. Total number of cases referred to attorney in charge___- Skea ‘ bade 64 75, 162. 24 
3. Number of counties reporting-_- Ecmsidibees soliictel egestas weil aetiah a0 eal 1, 541 |_ 
4, Number of cases reported on form CSS-838 eee? ae 3, 054 

a) Cases involving civil penalty... __- Pepa th Fees Sinaia 937 | 
5. Cases for which collection has been made, including civil penalty - -_- 1, 992 

(a) Civil penalty collected___- 23 . Balok os ate wasetethtacee 763 
6. Contracts terminated due to 2 consecutive years’ violation_..........._.-- 439 





REPORT ON AUDITS MADE BY THE INTERNAL AUDIT DIVISION, CSS, USDA COVERING 
SOIL BANK CONSERVATION RESERVE PROGRAM OPERATIONS 


The following information represents a summarization of data covering audits 
made by the Internal Audit Division, CSS, USDA, of the soil bank conservation 
reserve program. 

During a period approximating the 1959 calendar year, the Internal Audit 
Division audited the administrative and program functions of the conservation 
reserve program in 2,603 ASC county offices. This audit included an examination 
and analysis of the forms, practices, and determinations made in connection with 
all phases of the program from the county office level through the Washington 
level. During this period the Internal Audit Division reported a total of 3,750 
deficiencies in 1,534 ASC county offices. A report of the corrective action taken 
by the respective ASC county committees was furnished the ASC State com- 
mittee and to the Internal Audit Division to confirm that the deficiencies have been 
properly corrected. Not all of the 2,603 county offices audited had soil bank 
activities. Copies of the audit reports were furnished to the individual ASC 
committees and to the ASC State committee. Each county committee was 
required to take the action necessary to correct the specific deficiencies reported 
and to take appropriate action to prevent their recurrence. Corrective action 
has been, or is being, taken on all reported deficiencies. 

Where cases of fraud or misrepresentation were detected during the course of the 
audit, an investigation was requested to be performed by the Compliance and 
Investigation Division, CSS, USDA. 

Farm visits were made in each county to determine whether or not the responsi- 
bilities of the county offices were being properly carried out at the field level. 

In addition to audit coverage on an individual county office basis, the Internal 
Audit Division issues periodically for each State—usually every quarter—a 
county office summary audit report. This summary report is distributed to the 
Deputy Administrators and to Washington offices and divisions concerned. It 
analyzes and summarizes the results of all county offices audited during the quar- 
ter. If patterns or trends have developed the repor includes appropriate recom- 
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mendations for statewide action by the State committee or National action by 
the Soil Bank Division, depending upon the circumstances. 

The Internal Audit Division also audits on an annual basis the manner in which 
the ASC State committee and State office staff carry out their responsibilities 
under the conservation reserve program. 

The above desc ription regarding audit of 1959 operations under the conservation 
reserve program is representative of the audit coverage provided by the CSS 
Internal Audit Division of soil bank program activities since inception of the 
program in 1956. 


EFFECTIVENESS OF THE CONSERVATION RESERVE 


Mr. Wuirren. As you know, I have never been able to see the 
conservation reserve as anything more than a conservation program. 
[ repeat for the record that the Congress and the President and the 
Department determined that the acreage reserve program was not 
meeting the problem. I repeat, as shown by the Department’s testi- 
mony, that 2.6 million farms are classified as small farms. — This 
represents 56 percent of the total farms in the United States. Ae- 
cording to the Secretary’s statement, this 56 percent of all farms 
covers 275 million acres. And yet it produces only about 9 percent 
of the commercial production. 

So it is my view if you paid $10 an acre it would cost $2,750 million 
a year to deal with only 9 percent of the acreage. 

If, as my colleague from Minnesota, Mr. Andersen, believes, you 
should not rent all of any particular farm, it would allow the farmer 
to use the rentals on the part rented, to increase production on the 
other part through the use of fertilizer and so forth. 

I think the record should carry these facts. 

And I notice from an Associated Press story that the De ‘partment’ 
statement as to lands to be planted shows that you have in the cur- 
rent vear rented 5.5 million acres to be added to the conservation 
reserve program. Yet the estimates of the Department are that 
there will be 4.5 million acres more planted, so that you will get a net 
reduction of only 1 million acres by renting 5.5 million acres. To me 
that is evidence that we are not reaching this overproduction problem 
through this means. This is an Associated Press story. 

Mr. McLain. May I comment? 

Mr. Wuitrren. Yes. 

Mr. MecLary. I think vou realize that these are purely estimates 
that the Department is making at the present time. I think the proof 
of this will be when we finally see what has happened in planted acre- 
age and also in the harvested acreage, and I think final proof will 
show up when we get the new census report, which in my opinion 
will change these figures. I think our crop reporting people, with an 
inadequate reporting procedure, are doing the best job they can, 
but I think we must realize that these are estimates that may net be 
fulfilled or may be fulfilled. 

Now, with respect to the assertion that it would cost $2,750 million 
a year to take 275 million acres of low-income and commercial farms 
out of production, the fact is there are less than 91 million acres of 
land on these farms eligible for the serenen reserve. At $10 
per acre, this would cost only $910 million per year instead of $2,750 
million. At any rate, the President has macneahad that only 60 million 
acres be placed in reserve. 
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EFFECT OF CONSERVATION RESERVE ON ACREAGE 


Mr. Wuirren. Are there any other questions on the conservation 
reserve? 

Mr. Marsuatu. Mr. Chairman, I notice on table 1 on conservation 
reserve, placed in the record, that in Illinois there are only 451 farms 
with contracts. I notice that in the great State of Lowa there are 
only 1,645 farms under contract. 

Looking at that, | am wondering if this is part of the reason for the 
fact that our corn production and corn acreage continually rises even 
though we have a conservation reserve. I wonder if you might give 
the percentage of wheat production and the percentage of corn pro- 
duction for the States which are listed for the North Central area, 
giving production, and also by acreage show what the corn acreage 
and wheat acreage was for 1958 and 1959—1956 was the last year 
before we had conservation reserves, I believe. 

Mr. McLain. 1955 up to date would cover it. 

Mr. MarsHauu. Then we could get an indication of the effect on 
the acreage. I would like that put in the record at this point. 

Mr. Beacu. Do you mean the percentage of the total U.S. acreage 
represented by that of each of these States? 

Mr. MarsHauu. That is right, the total U.S. production. 

Mr. McLarty. We shall be glad to do that. 

(The information requested follows: ) 
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Mr. MarsHauu. That is all, Mr. Chairman. 
Mr. Waurrren. Mr. Andersen. 


ACCOMPLISHMENTS OF CONSERVATION RESERVE DURING 1957-59 CROP 


YEARS 


Mr. ANpEersEN. Mr. McLain, the conservation reserve began, did 
it not, in fiscal 1957 as far as expenditures were concerned? 

Mr. McLain. Fiscal 1957. 

Mr. ANDERSEN. In the first 3 years of the conservation reserve, 
1957, 1958, and 1959, | think we expended something like $341 million 
in toto. I would like you to put in the record at this point sufficient 
detail to show the picture, what was accomplished in those 3 nome 
years. After all, we do have figures through 1959 crop yee I want 
the picture of what the records ‘show was achieved in the inal ion of 
production through the expenditure of this $341 million during those 
particular 3 crop vears. 

Mr. McLain. All right, we shall be glad to do that. 

Mr. ANDERSEN. | want the same, please, in a table relative to, first, 
the total cost during the lifetime of the so-called acreage reserve. | 
want there, estimated as closely as possible, the total reduction 
achieved by thet particular expenditure. Then I want an end figure 
in each, if you will, showing your estimated total of production as a 
result of these two separate programs which did not eventually go 
into Commodity Credit ownership because of these particular pro- 
grams. 

| think that is the only way we can judge the efficacy of these pro- 
grams, as to what good they did in preventing further accumulation of 
surplus in the hands of the ( rove rnment. 

Will you study that, please? 

Mr. McLain. I shall be glad to. I know you will agree with this, 
Mr. Andersen: The weather, in the years we talk about here, nation- 
wide has been about as ideal as it has ever been. 

Mr. ANDERSEN. That is correct. 

Mr. McLain. That, of course, is a major factor in what we are able 
to produce. Some people like to forget that, which of course is all 
right if you do not want to have all the facts. 

Mr. ANpERsEN. Would you have figures which would enable you 
to make a worthwhile estimate of the probable reduction in the crop 
year 1960 along the same lines? 

Mr. McLain. Of course, it would have to be on the assumption that 
we had average weather. 

Mr. ANDERSEN. Average production. 

Mr. McLain. That is right. 

Mr. ANDERSEN. Will you also put that, please, in a third table. I 
want a picture to show either that the expenditure of this money was 
worth while according to the results obtained, or that it was not. 

Mr. McLain. I think the criticism which comes from your area, 
Mr. Andersen, indicates quite a little on the side of what you are try- 
ing to get here; namely, that this has affected some of the businesses 
on Main Street. It has affected them because the volume of farm 
production has not been quite as plentiful as it was before. The de- 
mands for some of the products of trade have not been as great as 
they were before. How else would this criticism come about? 
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Mr. ANDERSEN. Let me say I am still a firm believer in the basic 
principles of the act. Let me say further I do not see anything today 
in a legal way which will accomplish anv reduction of production j in 
agric cultural commodities exce pt this conservation reserve as at present 
on the books. So, while the criticisms I have heard, Mr. McLain, are 
serious in certain parts of the country or in certain communities, never- 
theless the overriding thing to me is what it has accomplished nation- 
wide and the fact we have nothing to take its place. 

Mr. McLain. And what is a better alternative, if there is one. 

Mr. AnperRSEN. And what other alternative, if any, do we have? 
We all recognize, and I think the chairman will agree with me that 
we have always stated in this subcommittee, that the big problem 
ahead of us is that the factory produces too much. I want as good a 
picture as you can put in the record at this point from your viewpoint 
as to the good that both of these programs have done for our agri- 
culture. 

Mr. McLain. We shall be glad to do it. 

Mr. ANDERSEN. That is all, Mr. Chairman. 

Mr. Wuirten. | do not need to put in the other side. I think I 
have done that already. 
(The information requested follows: ) 


1957 conservation reserve program— Estimated impact on acreage and production of 
specified crops and land uses ! 


Acres reduced 2 Production reduced * (thousand) 
(thousand) 


Crop or land use 


Whole | Part All Whole) Part All Unit of production 
farms farins farmis farms farms farms 
2 3 (4) 5 (6 7 
1. Corn, harvested 99 792 891 3,649 | 29,287 32,936 | Bushel. 
2. Wheat, harvested for grain 208 289 497 3, 932 5, 467 9, 399 Do. 
3. Cotton, harvested 5S 56 114 35 34 69 Bale 
4. Peanuts, picked and threshed 9 30 39 6, 237 | 20, S14 27,051 | Pound 
». Rice, harvested ‘ ‘ ‘ 6 9 Bag (100 pound 
6. Tobacco, harvested - 2 2 158 z 141 2,299 | Pound 
7. Oats, harvested for grain a4 1, 065 1, 149 2,743 34,933 37,676 | Bushel. 
s%. Barley, harvested for grain 37 334 371 971 8, 854 9, 825 Do, 
%, Soybeans, harvested for grain 21 169 190 408 3, 304 3, 712 Do 
19. Sorghum, harvested for grain 225 1, 712 1, 937 6,228 | 47,421 , 53.649 Do. 
ll. Flaxseed, harvested 6 146 152 29 718 747 Do. 
12. Drv edible beans 6 19 25 60 180 240  =Bag (100 pound), 
13. Irish potatoes, harvested 3 S 1] 652 1, 793 2.445 | Hundredweight. 
14. Hay and pasture 146 301 447 224 460) 684 Tons, hay equiv- 
alent. 
15. Vegetables, harvested A) 5S 4 
i6. Other crops, harvested 47 432 179 
17. Summer fallow 52 116 168 
18. Idle and failure 93 3 96 
19 Total, including dupli- 
estion 1, 100 5 532 6, 632 
20. Estimated conservation § re- 
serve acres ; 1, 083 5, 344 6, 427 


Does not include Arizona, Connecticut, Massachusetts, Nevada, and Rhode Island 
2? Estimated acres which would have been devoted to this use without a 1957 conservation reserve program 
This is land which went under contract for each of the vears 1956 and 1957 


Production estimated as acreage reduced multiplied by estimated 1957 crop vield adjusted for quality 


and location of land 
‘ Tess than 500 acres 


Variations between items 19 and 20 are due to double cropping, crop failure replanted, and similar un- 


usual land uses. Conservation reserve acres reflect status Dec. 31. 1957, 








1958 


( 
\ 
( 
| 
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asic 1958 conservation reserve program Estimated impact on acreage and production of 
day specified crops and land uses !} 
< 
Nn in = 
: Acres reduced 2 Production reduced ? (thousand 
sent thousand) 
are F ‘i 


Crop or land use 
Ver- Whole Part All Whole Part All Unit of production 





: farms | farms | farms | farms | farms | farms 
1On- 
(1 (2 (3 (4 4 (6 (7) 
i Corn, harvested ‘ 290 | 1,168 | 1,458 | 11,485 | 46,247 | 57,732 | Bushel. 
Ve! 2. Wheat, harvested for grain 379 397 776 8, 713 9, 132 | 17,845 Do. 
hat 3. Cotton, harvested 106 74 180 86 60 146 | Bale 
. 4, Peanuts, picked and threshed. 18 43 61 | 16,637 | 41,031 | 57,668 | Pound. 
lem 5. Rice, harvested l (4 l 24 6 30 | Bag (100 pound 
6. Tobacco, harvested s (4 3 3 650 4,319 4,969 | Pound. 
rd a 7. Oats, harvested for grain 244 1, 598 1, 842 9,492 | 61,978 | 71,470 | Bushel 
yint s. Barley, harvested for grain 91 10S 589 2,767 | 15,145 | 17, 912 Do 
), Soybeans, harvested for grain 75 266 341 1, 478 ), 27: 6, 750 Do. 
eT l- 10. Sorghum, harvested for grain 333 2, 227 2, 560 | 10,984 | 73,482 | 84, 466 Do. 
; |. Flaxseed, harvested 26 220 246 247 2,041 2, 288 Do. 
12. Dry edible beans ll 24 35 97 216 313 | Bag (100 pound). 
13. Irish potatoes, harvested S 10 IS 1, 640 2, 208 3,848 | Hundredweight. Z 
14. Hay and pasture 432 436 S68 691 698 1,389 | Tons, hay equiva - 
lent 4 
5, Vegetables, harvested 14 80 94 = 
k l 16. Other crops, harvested ; 106 611 717 - 
7. Summer fallow 110 155 265 = 
IS. Idle and failure 176 19 157 = 
a 
Potal, including dupli 2,420 | 7,791 | 10,211 a 3 
cation.* 
no 20. Estimated conservation re- 2, 377 7, 519 9, 896 a 
erve acres,® > 
si aaieciiiiicaai = % 
Does not include Arizona, Connecticut, Massachusetts, Nevada, and Rhode Island. * 
Estimated acres which would have been devoted to this use without a 1958 conservation reserve pro- > 
gram Chis is land which went under contract for each of the years 1956, 1957, and 1958, ‘ 
Production estimated as acreage reduced multiplied by estimated 1958 crop yield adjusted for quality 7 
location of land 7 
Hor ‘ Less than 500 acres. 
Increase 
Variations between items 19 and 20 are due to double cropping, crop failure replanted, and similar un- - 
I ises. Conservation reserve acres reflect status, July 31, 1958. 
, 
1 
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lity 


un- 


























626 


1959 conservation reserve program— Estimated impact on acreage and production ‘of 
specified crops and land uses, revised 





| Acres reduced ! Production reduced ? (thousand) 
| (thousand) | 





| —_— 


Crop or land use | 
| Whole | Part All | Whole} Part All Unit of production 
| farms | farms | farms | farms | farms | farms 

| ] | 











qa) | @) (3) | (4) | ©) (6) (7) 
scene aniline iadeipiceeteraucatie digits iene pital agen een . — 
1. Corn, harvested..............) 2,33 1, 190 3,518 | 97,998 | 50,101 |148,099 | Bushel. 
2. Wheat, harvested for grain , 928 | 402 2,330 | 38, 166 | 7, 964 | 46, 130 Do. 
3. Cotton, harvested__..________| 435 | 82 517 342 | 65 | 407 | Bale. 
4. Peanuts, picked and threshed 67 46 113 | 62,973 | 43,608 |106,581 | Pound.¥ 
5. Rice, harvested __- s ce 5 (3) 5 | 153 | 12 165 | Bag (100 pound), 
6. Tobacco, harvested...__...- 7 4 11 | 11,668 | 5,628 | 17,296 | Pound. 
7. Oats, harvested for grain i 1,554 | 1,683] 3,237 | 51,914 | 56,201 |108,115 | Bushel. 
8. Barley, harvested for grain | 695 | 550 | 1,245 | 18,218 | 14,408 | 32, 626 Do. 
9. Soybeans, harvested for grain 566 294 860 | 12,115 | 6,287 | 18, 402 Do. 
10. Sorghum, harvested for grain 1, 200 2,258 | 3,458 | 42,381 | 79,688 |122, 069 Do. 
11. Flaxseed, harvested seaaen 232 201 | 433 | 1,443] 1,243 2, 686 Do. 
2. Dry edible beans Resins 46 21 67 | 402 181 583 | Bag (100 pound), 
13. Irish potatoes, harvested | 19 10 29 3,799 | 2,101 | 5,900 | Hundredweight. 
14. Hay and pasture. _.___.._..-- 3, 254 | 405 | 3,659 5, 206 | 648 | 5,854 | Tons, hay equiva- 
lent. 

15. Vegetables, harvested __....- | 91 85 4 ee a 
16. Other crops, harvested oa 734 626 Ome). 3: Baim wicca 
17. Summer fallow ee | 870 164 Se Be cae ae nena 
18. Idle and failure......._......- | 1,004 479 925 Fe on 
19. Total, including dupli- 

cation 5_ : 15, 035 TE A ee PEN Uscccwawstandace iz — 
20. Conservation reserve acres 5__.| 14, 766 Te 4 eek, wcuadedles Meees 





1 Estimated acres which would have been devoted to this use without a conservation reserve program. It 
should not be assumed that 1959 acreage was reduced to this extent below 1958 because some of this land went 
under contract in each of the years 1956, 1957, 1958, and 1959 

2 Production estimated as acreage reduced miltiplied by yield appropriate for quality and location of land, 

3 Less than 500 acres. 

4 Increase 

5 Variations between items 19 and 20 are due to double cropping, crop failure replanted, and similar un- 
usual land uses. Conservation reserve acres reflect status Aug. 14, 1959. 


Conservation reserve program—Estimated production ! 





[In thousands] 






| Estimated production avoided 2 


Commodity 













1957 1958 1959 Tot 









NE oe ca time ae ee a eee bushels 32, 936 57, 732 148, 099 238, 767 
Cotton Sates bales 69 | 146 | 407 622 
Rice y ae ee .....--hundredweight_. 9 | 30 | 165 204 
Tobacco... ha ea ‘ > <accoune wth Ges ci 2, 299 | 4,969 17, 296 24, 564 
MAbs A Bet een ne! eerie sc bushels..| 9,399 | 17, 845 | 46, 130 73.374 
Peanuts eee a2 ook ae Sa _....--pounds..| 27,051 | 57,668 | 106,581 | 191,300 
I I ee cnidccmubinwansldcenaucaces teal - Bi0r 71,470 | 108,115 | 217, 261 
Barley--- a ge ee ene 9,825} 17,912} 32,626 | 60, 363 
Soybeans SR oe eee Fos dGu| ed (me. a 8, 864 
SRNR Se a ee ae 53, 649 | 84,466 | 122,069 | 260, 184 
Flaxseed__._..... pate ee eee i do | 747 | 2, 288 2, 686 5, 721 
Dry beans......... epoca __................-hundredweight__| 240 | 313 | 583 1, 136 
NN og SoS ae aaa ie ee eee 684 | 1, 389 5, 854 7, 927 
i ' 


1 No attempt is made to estimate impact on secondary commodities such as meat, eggs, dairy products, 
and other perishables affected by the e»nservation reserve but for which n» tangible statistics are available. 
2 Production avoided is estimated as the amount by which former acreage of the crop was reduced on 
contract farms times yield that year on land of similar quality and location but not under contract. 






(In addition to the above tables, pertaining to the accomplishments of the 
1957, 1958, and 1959 programs, the following table reflects the preliminary 
accomplishments of the 1960 conservation reserve program.) 
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1960 conservation reserve program— Estimated impact on acreage and production of 
specifies crops and land uses, preliminary 





| Acres reduced ! Production reduced 2 (thousand) 











(thousand) | 
Crop or land use | | | | | 
Whole | Part All | Whole| Part | All | Unit of production 
farms | farms | farms | farms farms | farms 
| | } 
a | @ | @® | @ (5) | ©) (7) 

tcp eeeenmtaiet a ce eg eet etre aaa 
1. Corn, harvested ___- | 3,187 | 1,392 | 4,579 127, 498 | 55,676 |183, 174 | Bushel. 
2. Wheat, harvested for | grain. 2, 628 | 452 |. 3,080 52, 560 9, 047 | 61, 607 Do. 
3. Cotton, harvested___- 570 90 | 660 424 | 67 | 491 | Bale. 
4, Peanuts, picked and thre shed. 95 | 53 | 148 | 84,814 | 47,091 |131,905 | Pound. 
5. Rice, harvested__..._.....---- en () e 201 | 14 | 215 | Bag (100 pound). 
6. Tobacco, harvested__.._...--- 11 | 4 15 | 16,413 | 6,919 | 23,332 | Pound, 
7. Oats, harvested for grain. _...| 2,115 1, 967 | 4,082 | 72,328 | 67,261 |139, 589 | Bushel. 
8. Barley, harvested for grain-_-. 968 648 | 1,616 | 25,450 | 17,046 | 42,496 Do. 
9. Soybeans, harvested for grain 745 | 344 | 1,089 | 14, 538 6, 698 | 21, 236 Do. 
10. Sorghum, harvested for grain.| 1,435 2, 402 3,837 | 40,773 | 68,211 |108, 984 | Do. 
ll. Flaxseed, harvested casi 361 238 599 | 2,633 | 1,736 4, 369 Do. 
2. Dry, edible beans__........-- 60 | 24 | 84 | 576 | 223 799 | Bag (100 pound). 
13. Irish potatoes, harvested. ___- 27 12 39 | 6,228] 2,835 | 9,063 | Hundredweight. 
14. Hay and pasture. -........-.-- 4, 520 472 4,992 | 6, 869 | 718 | 7,587 | Tons, hay equiv- 

| | } alent. 
15. Vegetables, harvested ___.._-- 127 97 | 
16. Other crops, harvested __--_--- 986 | 710 
17. Summer fallow...............| 1,155 | 187 | 
18. Idle and failure.............-- 1,337 | 4 —108 
19 Total, including = | | | 

lication §____- ----| 20,334 | 8, 984 | 2% 
2. Estimated conservation re- | 
pare aenes ©. 3s 52.5 <cc.). 10) 008). BGR) SB ORO I. eect eee: 











1 Estimated acres which would have been devoted to this use without a conservation reserve program. It 
should not be assumed that 1960 acreage will be reduced to this extent below 1959 because some of this land 
went under contract in each of the years 1956, 1957, 1958, 1959, and 1960. 

2 Production estimated as acreage reduced multiplied by yield appropriate for quality and location of 
land. If 1960 is a favorable crop year these estimates should be low, and vice versa. 

§ Less than 500 acres. 

4 Increase. 

‘Variations between items 19 and 20 are due to double cropping, crop failure replanted, and similar 
unusual land uses. Conservation reserve acres reflect estimated achievement at end of contract signing 
period based on present State authorizations. 


Acreage reserve program—Reduction in acres, by commodity, for the 1956, 1957, and 
1958 programs 


{In acres} 











Commodity 1956 1957 | 1958 | Total 
aia icin entails a nem ckamiaalaieeatel | 5,670,441 | 12, 783, 192 5, 289, 477 | 23, 743, 110 
ee ee ee ee 5, 315, 578 | 5, 233, 478 6, 658, 093 17, 207, 149 
Rea Sk FOSS. es oe ee | 1, 121, 151 3, 015, 630 4, 925, 957 9, 062, 738 
ia nt ee ce gt oe ae 28, 162 242, 017 174, 198 444, 377 
OI ch a gt 32, 502 79, 701 110, 618 222, 821 
WU eee a, SU ea asak ty eee oe | SEE Biwseecdieece |-------------- 44, 000 

TOO. cciccdestdwdaweadsscudesd isteddueks 12, 2u1, 834 | 21, 354, 018 | 17, 158, 343 50, 724, 195 
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Average reserve program— Estimated reduction in production ! 





1956 | 1957 1958 Total 

Corn (million bushels) 2...--.- - EERE i i lace capes 112. 50 329 493 934. 50 
Cotton (million bales) Sol eileen a ag aseiced 25 2 3 5. 25 
Rice (million hundredweight)...............-..---.-.-.---..... 45 6 6 12. 45 
Tobacco (million pounds). sates sedzak SEBBiain tied 25. 00 93 138 256. 00 
Wheat (million bushels) em : Am 27. 50 175 117 319. 50 
Peanuts (million pounds) ie oo oe a ee ee ROU Ree ee ee ee 12. 0 

Reductions in production cannot be compared with the previous year or any prior base years. They 


relate principally to the acreage taken out of production and the yield that would have been harvested on 
such acreage considering the crop conditions that year. 

2 Reduction in production for corn for 1957 is composed of 220,000,000 bushels on the designated reserve 
acres plus 109,000,000 bushels diversion from normal down to the allotment. No payment is made for diver- 
sion from normal down to the allotment on either corn acreage reserve participating farms or farms having 
acreage reserve agreements for other commodities which compel them to comply with their corn allotments, 
The comparable breakdown of the 1958 reduction in production is 316,000,000 and 177,000,000 bushels, 
respectively. This is not a significant item for 1956 because corn bases were in effect at a level nearly equal 
to normal. It does not apply to other commodities because marketing quotas keep the normal acreage 
at the allotment level. 

* Acreage reserve program was operated for peanuts during 1956 only. 


SUMMARY OF CONSERVATION RESERVE PROGRAM 


Going into the 1960 crop season, the conservation reserve of the soil bank is 
having substantial impact on the acreage and production of surplus crops. With 
approximately 300,000 contracts in effect and more than 28 million acres under 
contract, cropland which has been contributing heavily to the surplus buildup 
in recent years is being withheld from production and devoted to conservation 
uses under long-term contracts. 

During the 1959-60 period, farmer participation in the conservation reserve 
more than doubled. The acreage of cropland withheld from production almost 
tripled, and the percentage of whole farms under contract grew to more than 
two-thirds of the total. 

Under the conservation reserve, farmers voluntarily enter contracts to hold 
cropland out of production and devote it to conservation uses. After 4 years cf 
experience, it is apparent that large numbers of farmers will participate in a pro- 
gram of this type. In each of the last 2 years, farmers have offered land for the 
program well in excess of the amount that could be accepted. 

Calendar year 1960 is the last year for entering into new contracts under present 
legal authorization. The President has recommended an extension and an ex- 
pansion to 60 million acres to bring the program to maximum effectiveness, pro- 
vided the Congress passes legislation to change the price support programs 
constructively. 

HIGHLIGHTS OF 1959-60 


The conservation reserve for the 1959 program year began in the fall of 1958, 
when the Department went to the field with a program containing a number of 
changes from the earlier, largely experimental years. The announced annual 
rental rate was raised from a national average of $10 to $13.50, and a greater in- 
centive was offered for whole farm participation. The acreage reserve for re- 
tirement of allotment crop acreages has been discontinued after the 1958 crop 
season, and the conservation reserve was the only soil bank program available. 

Nearly twice as much cropland was offered for 1959 contracts as could be 
accepted within the funds available, and a bid system was used to determine pri- 
orities. When the signing of contracts was completed in the spring of 1959, more 
than 12 million acres had been added to the acreage previously under contract. 

(See table 2.) This brought the cumulative figures on participation to 246,220 
contracts with 22.4 million acres of cropland in the reserve, of which 14.8 million 
acres are on farms on which all eligible cropland is out of production. (See 
table 3.) 

For the 1960 signup, held in the fall of 1959, the average per acre announced 
rate was continued at $13.50 with a premium for whole farms, but several program 
changes were made. Chief of these were the elimination of State-owned land from 
the program and the requirement that land be owned 3 years to be eligible for 
participation. The national acreage goal was set at 5.1 million acres. 

Reports on the 1960 program to date indicate that this goal is being exceeded. 
As of February 15, 1960, progress reports from the field indicate that new acreage 
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placed under contract for the first time in 1960 may total 6.5 million acres. » (See 
table 2.) With contracts for about 300,000 acres scheduled to expire in 1960; 
the net increase for the year would total about 6.2 million acres. This would 
bring the total acreage in the conservation reserve during the 1960 crop season to 
about 28.6 million acres. That is more than 6 percent of total U.S. cropland as 
shown by the 1954 farm census (figs. 3 and 4). 


HOW THE PROGRAM OPERATES 


The conservation reserve is a voluntary program. The farmer who participates 
signs a contract with the Government to place part or all of his cropland in the 
reserve. This means that be will withhold the land from production and protect 
it with approved conservation uses. Contracts are for a minimum of 3 years; 
a maximum of 10. 

The Government makes an annual per-acre payment for each year of the con- 
tract. The maximum annual payment that any producer may receive is $5,006. 
This limit was originally determined administratively, but was required by law 
for 1960. The Government also pays a portion (usually 50 percent) of the cost 
of establishing conservation uses on the land. 

A basie per-acre payment rate is set for each individual farm or part-farm for 
which it is requested. The rate is based on the national rate ($13.50 in 1959 and 
1960), but is determined for the individual farm on the basis of the productivity 
of the land and other factors. It may not exceed 20 percent of the value of the 
land. When all eligible cropland on the farm is to be retired, the basic rate is 
generally set 10 percent higher than the rate for only part of the eligible land. 

After the basic rate has been determined, the farmer may apply for a contract 
at any figure below that rate. In cases where acceptance of all applications 
would exhaust available funds in a county or where more land is offered than it 
would be desirable to retire in 1 year, offers are accepted on a ‘‘best buy”’’ basis, 
and contracts are offered to successful bidders. Each offer is computed as a 
percentage of the basic rate for the land offered and acceptance begins with the 
lowest percentage bid. 

Only cropland is eligible for the conservation reserve. Permanent pasture or 
woodland is not eligible. Generally, the land must have produced a crop or 
been in a regular crop rotation during the year immediately preceding the first 
year of the contract. Publicly owned land is ineligible for the program, beginning 
in 1960, and so is land which has changed ownership (except by inheritance) since 
December 31, 1956. 

The farmer who places land under contract agrees to harvest no crop from the 
land, permit no grazing on it and keep down noxious weeds. He agrees to comply 
with any acreage allotments on his farm and to place no new land in cultivation. 
For most farms, also, placing land under contract requires a corresponding 
acreage reduction in soil bank base crops (grains, oilseeds, and row crops). 

Each year’s program is announced as soon as possible after authorization by 
the Congress. Contracts are signed during the fall and winter months and 
ordinarily begin April 15 of the first year they are effective. 


IMPACT ON ACREAGE AND PRODUCTION 


Cropland which has been producing substantial quantities of surplus crops in 
recent years is being held out of production under conservation reserve contracts. 

A study of the 22.4 million acres under contract in 1959 shows that 3.5 million 
acres were formerly devoted to corn; 3.5 million to grain sorghums; 3.2 million 
to oats; 2.3 million to wheat; and about 10 million acres to other crops, cropland 
hay and pasture and special uses (table 1). The 1960 acreage is expected to con- 
tain an additional million acres of former cornland and substantially increased 
acreages of the other crops, as well. 
_ Particularly effective in checking crop surpluses is the retirement of whole 
larms, which is encouraged by annual payment rates that may run as much as 
10 percent higher than regular rates. Approximately two-thirds of the 1959 
conservation reserve acreage is in the form of whole farms. A whole farm contract 
takes in all eligible cropland, including acreage allotment land that would other- 
wise be devoted to the farm’s “money” crop. Almost 22 percent of the whole 
farm cropland in the reserve in 1959 consisted of allotment acres. Production 
adjustment is assured under whole farm contracts because no land remains for 
more intensive cultivation that might tend to offset the adjustment sought. 

When all eligible land on a farm is placed under contract, the farm usually goes 
out of production entirely. Livestock is sold, and the pastureland and other 
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noncropland is usually retired voluntarily. It appears that heavy participation 
in the conservation reserve by dairy farmers in the Great Lakes region should 
contribute to improving the dairy market situation. 

The conservation reserve also contains large acreages formerly devoted to major 
crops which are not subject to acreage allotments, but are eligible for price support. 
Under contract in 1959, for example, are former grain sorghum acres equal to 
nearly a third of the country’s total grain sorghum acreage as reported in the 1954 
Census of Agriculture, as well as sizable acreages of barley, oats, flaxseed, soybeans, 
vegetables, and other crops. (See fig. 1.) 

Compared with the use of all U.S. cropland, the land placed in the conservation 
reserve has been relatively high in acreage of feed grains and low in acreage of 
crepland hay, rotation pasture, and summer fallow. As shown in figure 2, the 
percentage of reserve cropland formerly used for oats, barley, grain sorghum, and 
flaxseed was substantially higher than the percentage of all U.S. cropland used 
for those crops. Acreage of corn, wheat, soybeans, vegetables, and peanuts was 
about equal to the national average. On the other hand, only a little more than 
20 percent of conservation reserve acreage was formerly in cropland hay, rotation 
pasture, and summer fallow, compared with more than 37 percent of all U.S, 
cropland devoted to those uses. 

Since the average conservation reserve contract covers a period of 5 to 6 years, 
the land put into the reserve will not be producing any crops for that length of 
time. This includes both the allotment land and the land customarily devoted 
to other crops. This helps in holding down surpluses and also reduces price- 
support expenditures, since the volume of crops eligible for price support is 
reduced. 

As yields appropriate for the quality and location of the land under contract, 
the conservation reserve in 1960 would produce about as much corn as the annual 
crop of the State of Ohio; nearly as much wheat as Oklahoma produces in 4 
normal year; more cotton than the annual crop in North Carolina; and sub- 
stantial quantities of other surplus crops, such as peanuts, tobacco, oats, barley, 
soybeans, sorghum grain, and flax. (See production estimates, table 1.) 

The impact of the conservation reserve program on shrinking the agricultural 
plant was beginning to be noticeable in the estimated deliveries to CCC for the 
1959 crop. While deliveries of corn and beans are relatively high for 1959, wheat 
deliveries were the third lowest since 1951, oats lowest since 1952, barley lowest 
since 1953, soybeans lowest since 1953, grain sorghums lowest since 1956, flax- 
seed lowest since 1946, and dry edible beans lowest since 1956. (See table 5.) 

The conservation reserve is also having an effect on shrinking livestock and 
chicken numbers on farms placing their entire eligible acreage in the conservation 
reserve, based on some preliminary results of a University of Wisconsin study. 
For the sample of 2,015 farms studied by the university, dairy cows were decreased 
85.6 percent from the number on the farm before placing land in the reserve and 
the number on the farm October 1, 1959. Other cattle, hogs, sheep, and chickens 
all decreased substantially on these farms. The increase reported for young stock 
probably reflects utilization of the permanent pasture acreage which is not eligible 
for the reserve and utilization of carryover stocks of grain and hay produced prior 
to the contract period. (See table 6.) Purchases of dairy products for price 
support and related programs declined substantially in 1959 from 1958 reflecting 
the decrease in number of milk cows on farms in 1959. Purchases for butter were 
lowest in 1959 since 1952, for American cheese since 1952, for nonfat dry milk 
since 1956. In 1959 more than 12 million acres were added to the conservation 
reserve. 

Preliminary findings on an Agricultural Research Service study in selected 
States indicate that the Government gets its best production reduction buy on 
farms placing all their eligible crop acres in the reserve. The conservation reserve 
program is slowing down the movement of participants to the city. The shrinking 
of the agricultural plant through voluntary participation in the conservation 
reserve program entails financial sacrifice on the part of the participant. In one 
State the gross conservation reserve rental represented a return of $5 after taxes 
for each $100 of farm real estate value. Out of this $5 they must pay farm 
overhead expenses and contract expenses of maintaining fences, control of noxious 
weeds and farm cost of establishing and maintaining a conservation cover on the 
reserve acres. (See exhibit 1.) 


CONSERVATION ACCOMPLISHMENTS 


Every conservation reserve contract requires the establishment of protective 
cover or other sound conservation uses on the cropland withheld from production. 
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Cover may consist of grasses and legumes, trees or shrubs. Other approved uses 
include wildlife and water conservation (fig. 6 and table 4). 
Trees in the conservation reserve 

The conservation reserve has played a major role in the greatest tree-planting 
program in the Nation’s history. During 1959, about 700,000 acres of cropland 
were planted to trees under conservation reserve contracts. 

The heaviest tree-planting activity under the conservation reserve is in the 
Southeastern States, particularly in Georgia and South Carolina. (See fig. 7. and 
table 4.) All tree-planting contracts are for a 10-year period. When cropland 
goes out of production and is planted to trees, it usually can be considered to 
be diverted permanently from crop production. 

Grass in the conservation reserve 

Most popular conservation use of conservation reserve acreage is to establish 
and maintain grass cover on land retired from production. Of the 22.4 million 
acres in the reserve through 1959, contracts call for 14.7 million acres to be estab- 
lished in grass with Government cost-sharing. (See table 4.) Most of this cover 
had actually been established as of the end of 1959. In addition, about 5 million 
reserve acres consist of cropland which is already in acceptable cover or will be 
established in grass at no expense to the Government. 

Texas is the leading State in the establishment of grass cover under the program, 
followed by North Dakota, Colorado and Kansas in that order. In these and 
other Great Plains States, large acreages formerly devoted to wheat and grain 
sorghums are being returned to native grasses. 

Wildlife cover in the conservation 7eserve 

Land formerly cropped but now in grass or tree cover feeds and shelters-wildlife. 
In addition, the program contains specific wildlife cover practices under which 
cover and food plots for game are planted on conservation reserve acreage. 
Through 1959, contracts called for a total of more than 206,000 acres of wildlife 
cover. (See table 4.) This phase of the program has gained the general approval 
of sportsmen and wildlife organizations 


Ponds in the conservation reserve 


Ponds may be built on conservation reserve land for water conservation and 
fishing. Through 1959, farmers had contracted to build about 6,400 ponds under 
this program. (See table 4.) These farm ponds, together with grass and tree 
cover, protect land by trapping water where it falls and retarding the runoff. In 
keeping with the conservation reserve goal of checking surpluses, ponds built 
under the program may not be used for irrigation. 


Marsh management in the conservation reserve 

The conservation reserve also provides for wetland or marsh-management 
practices, under which marshland that has been drained and cropped is restored 
to wetland use for water and wildlife conservation. Contracts through 1959 call 
for a total of nearly 12,000 acres to be devoted to this use. (See table 4.) 


PROGRAM COST 


For the 1959 program year, Congress authorized a conservation reserve program 
of $375 million. In planning the year’s program, it was estimated that $87.7 
million of this amount would be required to make annual payments on the ap- 
proximately 10 million acres placed in the program during the 1956-58 period. 
The rest was available for the first year’s payments on new 1959 contracts and to 
pay the Government’s share of establishing conservation uses on the newly con- 
tracted land. 

On the basis of these facts, the national acreage goal for 1959 was established 
at 12.5 million acres and the announced national average rental rate per acre 
Was set at $13.50. With a 10 percent increase for putting a whole farm in the 
program, the applicable rate could approach $14.85. 

In actual practice, the strong competition for contracts led to a national aver- 
age per-acre rate somewhat lower than had been estimated. Although more than 
83 percent of all 1959 contracts were for all eligible land and thus earned a whole- 
farm rate, the average annual payment for all new acreage under contract was 
only $13.56. For all acreage placed under contract during the 1956-59 period, 
the Government is paying an average rental of $11.53 per acre. For 1960, pre- 
liminary data indicate that the average rental per acre on a new reserve acreage 
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will be about $12.60 as a result of still keener competition for a smaller amount 
of funds. 

Generally speaking, it is proving possible to obtain considerably higher quality 
land than had been anticipated at the rental rates offered. .Various reasons are 
given by rural people for desiring to place land in the conservation reserve. The 
farmer who withholds land from production in this way is protected against natu- 
ral crop production hazards and gets an annual return (similar to rent from an- 
other farmer) to cover his fixed expenses and the cost of meeting his contract 
obligations. The conservation reserve is of assistance to widows, farmers in jill 
health, and older people who wish to reduce farm work or retire. One State 
reports that about 70 percent of its participants are more than 50 years of age. 
The program also assists those who wish to shift to nonfarm employment while 
continuing to live on farms. In these respects, it is speeding up adjustments 
that have been in progress for some time and ties in closely with the objectives 
of the rural development plan. 

Now that Government cost-share payments for conservation practices under 
1959 contracts are largely complete, it is apparent that practice costs for the 
program to date will be substantially less than had been anticipated. This is 
partly the result of extraordinarily favorable weather in 1958 and 1959 which 
produced satisfactory stands of volunteer cover in many areas. It also reflects 
experience which has demonstrated that satisfactory cover for a program of this 
type can be established at less cost, through lighter seeding and less use of min- 
erals, than has been customary in establishing stands of grass for use as pasture 
and hay land. 

For 1960, Congress again authorized a $375 million program. With $256.2 
million needed to make payments on existing contracts, it was estimated that 5.1 
million acres could be taken in under new contracts this year with the $118.8 
million remainder. 

AREAS OF PARTICIPATION 


Farmers in 2,864 counties in 48 States participated in the conservation reserve 
in 1959. Figure 5 shows cropland under contract on a county basis as compared 
with total cropland as reported in the 1954 Census of Agriculture. 

Among the more productive areas with average or higher participation are the 
Maine potato country, New York grain area, Georgia-South Carolina grain and 
peanut counties, the Mississippi Delta, Texas blacklands, Kentucky-Tennessee 
counties of the Mississippi Valley, Wisconsin corn area, Nebraska-South Dakota 
corn counties, and certain important wheat counties in Washington and Idaho. 

More than half of all reserve cropland is in the 10 Great Plains States, heart of 
the Nation’s serious wheat surplus problem. Much Great Plains cropland whieh 
was planted to wheat under the pressures of the war period is now being withdrawn 
from crops and returned to the native grasses of the Plains. 


PROGRAM ADMINISTRATION 


The conservation reserve is administered by the Commodity Stabilization 
Service through its Soil Bank Division, which is under the general direction of the 
Deputy Administrator for Production Adjustment. The program is operated in 
the field by the agricultural stabilization and conservation State and county 
committees, which also administer acreage allotment and marketing quota, price 
support, agricultural conservation and other programs. 

The facilities of several other Department of Agriculture agencies are used in 
the program. The Agricultural Conservation Program Service develops program 
provisions relating to conservation uses. The Soil Conservation Service provides 
onsite technical assistance to farmers using water conservation and certain other 
practices. The Forest Service, in cooperation with State foresters, provides 
technical assistance and directs a program to provide tree seedlings required for 
the conservation reserve. The Extension Service uses its educational facilities 
in providing farmers with information about the program and advises as to con- 
servation cover specifications at the local and State levels. 


List or FicurEes, TABLES, AND EXHIBITS 


Figure 1: Conservation reserve program crop and land use adjustment acreage 
as a percentage of such 1954 census acreage. 

Figure 2: Former use of conservation reserve cropland as compared with use 
of all U.S. cropland. 

Figure 3: Estimated conservation reserve acreage for 1960 as percentage of 
State total cropland. 
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Figure 4: Cropland in conservation reserve (1956-60 estimated cumulative 
acreage On contracts as percent of census total cropland in 1954) (State basis). 

Figure 5: Cropland in conservation reserve (1956-59 cumulative acreage on 
contracts as percent of total cropland in 1954) (county basis). 

Figure 6: Conservation reserve acres of required cover treatment. 

Figure 7: 1956-59 conservation reserve: Acres planted or to be planted to trees. 

Table 1: Estimated adjustments in specified land uses and production due to 
1959 and 1960 conservation reserve programs. 

Table 2: Conservation reserve rental rates, goals, and new acres, 1959 and 1960, 
by States. 

Table 3: 1959 conservation reserve: Cumulative participation as to number of 
counties, farms, payees, reserve acres, and rental payment by States. 

Table 4: Conservation cover with cost-share assistance required under contracts 
in force December 31, 1959, by States, with total completions as of that date. 

Table 5: 1959 conservation reserve program: Estimated grain production 
avoided, price-support activity and probable CCC deliveries with comparisons. 

Table 6: Changes in livestock number on a sample of 2,015 farms placing all 
of their eligible acreage into the conservation reserve, Wisconsin 1956-59. 

Exhibit 1: Digest of advance preliminary finaings of an Agricultural Research 
Service study in selected Maine, Georgia, Iowa, Nebraska, and New Mexico 
counties. 
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Former Use of Conservation Reserve Cropland 
As Compared with Use of All US. Cropland 
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The chart (fig. 1) shows the size of the crop or land use adjustment brought 
about by the conservation reserve compared to the size of the respective crop or 
land use found by the 1954 Census of Agriculture on all farms. For example: 
The 1954 census found 11,303,915 acres of sorghum harvested for grain. The 
grain sorghum adjustment attributable to the 1959 conservation reserve is 
3,458,000 acres which is 30.6 percent of the 11,303,915 acres found on all farms 
in 1954 by the census, and is represented by the top bar on the chart. The bars 
for 1960 exceed in length the respective bars for 1959 because the total 1960 con- 
servation reserve is about 6 million acres larger than for 1959. 

Impact of the program has been relatively greater on some crops because of 
(1) heavy participation where they predominate, and (2) tendency of part-farm 
participants to reduce the acreage of lower income crops while continuing to prod- 
uce the higher income and allotment crops. 


Former use of conservation reserve cropland as compared with use of all U.S. cropland 





1954 census of agriculture | 1959 conservation reserve | 1960 conservation reserve 











acres acres 
Crop or land use Acres for Percent of | Former land | Percent of | Former land | Percent of 
crops and total crop- | use (acres)! | total re- use (acres) ! total re- 
land uses land serve acres | Serve acres 
(a) (b) (ec) | (a) (e) | (fy 
Hay and pasture__....- 143, 750, 616 31.3 3, 659, 000 16.3 4, 992, 000 17.4 
Corn, harvested _ _-- i 78, 122, 557 17.0 3, 518, 000 15.7 4, 579, 000 16.0 
Wheat, harvested for 
sie cannes nate 51, 361, 684 | 11.2 2, 330, 000 10.4 3, 080, 000 10.8 
Oats, harvested for 
ON tae 37, 920, 704 8.2 3, 237, 000 14.5 4, 082, 000 14.3 
Cotton, harvested aoe 18, 858, 145 4.1 517, 000 | 2.3 660, 000 2.3 
Soybeans, harvested for | | 
grain Laisa ai “ 16, 444, 225 3.6 860,000 | 3.8 1, 089, 000 3.8 
Barley, harvested for | 
SS ---| 12,555, 936 27 1, 245, 000 | 5.6 | 1,616,000 5.6 
Sorghum, harvested for | | 
NS ts os ects xsiwemalan 11, 303, 915 2.5 3, 458, 000 | 15.4 3, 837, 000 13.4 
Flaxseed, harvested__.-- 5, 178, 643 in 433,000 | 1.9 599, 000 21 
Vegetables, harvested__. 3, 739, 994 .8 176, 000 8 224, 000 .8 
Peanuts, picked and 
threshed mE 1, 270, 386 - 113, 000 5 148, 000 | 5 
Tobacco, harvested__._- 1, 557, 039 .3 11, 000 a 15, 000 | os 
Dry edible beans___..-.. 1, 455, 239 3 67,000 | .3 | 84, 000 | 3 
Irish potatoes, har- | | 
NOGUA. c2 ccna <occeces|. “Spee ee a 29,000 | 1 39, 000 | 1 
Other crops, harvested 2 19, 896, 290 4.3 1, 365, 000 | 6.1 | 1, 703, 000 5.9 
Summer fallow. ......-. 28, 631, 403 6.2 1, 034, 000 | 4.6 1, 342, 000 4.7 
Idle and failure._....-.- 32, 077, 241 7.0 925, 000 | 4.1 1, 229, 000 4.3 
Total (includes | 
multiple use) °__| 465, 334, 889 101.2 22, 977, 000 102. 5 | 29, 318, 000 102.4 
Total (excludes | | 
multiple use) 3..| 459, 648, 961 100. 0 22, 422, 000 | 100.0 | 28,620,000 100. 0 
| 


! Estimated acres which would have been devoted to this use without a conservation reserve program. 
It should not be assumed that acreage was reduced to this extent below the previous year because some of 
this land went under contract in each of the years 1956, 1957, 1958, 1959, and 1960. 

? Includes acreage devoted to fruits and nuts, which is ineligible for the conservation reserve program, 
but which is included in Census total cropland acreage. 

* Variations between total lines are due to double cropping, crop failure replanted, and similar unusual 
A uses, Conservation reserve acres reported as of Aug. 14, 1959 for 1959 and estimated Dec, 1, 1959 for 
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1/ Preliminary estimate of acreage placed in reserve 1956 through 1960, less cancellations and 
expirations, as percentage of 1954 U. S. Census total cropland. 
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CONSERVATION RESERVE, ACRES OF REQUIRED COVER TREATMENT, DECEMBER 31, 
1959 


The chart (fig. 6) shows graphically the general grouping of the conservation 
ise Of the cropland in the conservation reserve during 1959. The percentages 
of the total conservation reserve of 22,422,159 acres, devoted to each cover treat- 
ment are as follows: Trees, 8.0 percent, existing cover maintained 22.5 percent, 
cover established at no cost to the program 2.8 percent, and grass established 
under the program 66.7 percent. 

The existing cover maintained is the result of land in regular crop rotation being 
eligible for the program. Therefore, that grouping ineludes land on which there 
was an acceptable cover (mostly grass and legumes) at the time the contraet was 
ged and did not require establishment. 

The wildlife and water group of practices includes plantings of perennial shrubs 
1 f 


ig 


al food for wildlife, and all water impoundments and developments. 


Of the grass being established under the program, 68.4 percent or 10,055,906 
acres are being seeded in the Great Plains States. That grass acreage planted in 
the Great Plains area represents almost 50 percent of the total acreage in the pro- 
gram that is protected by grass (existing cover maintained, plus cover being estab- 
lished at no cost to the program, plus grass seeded). 


TaBLeE 1.— Estimated adjustments in specified land uses and production due to 1959 
and 1960 conservation reserve programs 


[In thousands] 


Estimated acreage Estimated production adjustment 
adjustment 
Former cropland us« 


1959 1960 pre- 1959 1960 pre- Unit 
revised | liminary | revised ! |liminary 


1, Corn ; 3, 518 4,579 148, 099 183,174 | Bushel 

2. Wheat 2, 330 3, 080 46,130 | 61,607 D 

3. Cotton 517 660 407 | 491 Bale. 

4. Peanuts ‘ 113 148 106, 581 131,905 | Pound. 

5. Rice ae 5 7 165 215 | Bag (100-pound). 

6. Tobacco . ll 15 | 17, 296 | 23, 332 Pound. 

7, Oats 3, 237 | 4,082 | 108,115 | 139,589 | Bushel. 

8. Barley 2 1, 245 | 1,616 32, 626 | 42, 496 Do. 

9, Soybeans 860 1, 089 | 18, 402 21, 236 | Do. 
10. Sorghum grain... 3, 458 | 3,837 | 122,069 108, 984 Do. 
ll, Flaxseed ; 433 | 599 | 2, 686 4, 369 Do. 
12. Dry edible beans és 67 | 84 | 583 | 799 | Bag (100-pound), 
13, Irish potatoes ‘ - 29 39 5, 900 9,063 | Hundredweight. 
14. Hay and pasture__.- , 3, 659 4, 992 5, 854 | 7,587 | Ton, hay equivalent 
15. Vegetables Ss 176 | 224 | 
l§. Other crops 1, 360 | 1, 696 
i7, Summer fallow, idle and failure 1, 959 | 2, 571 
18 Total, including duplication ? 22,977 | 29,318 

. Estimated reserve acreage ?__ _- 22, 422 28, 620 


Production adjustment for 1959 is based on 1959 crop yields adjusted for location and quality of reserve 
acres; 1960 estimate is based on recent normal yield adjusted for location and quality of participatingJand. 

Item 18 exceeds item 19 because of double cropping, crop failure replanted and similar unusual land uses, 
T tal reserve acreage was estimated based on most recent allocation of authorization funds to States and 
hdicated costs per acre. 
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TABLE 2.—Conservation reserve rental rates, goals and new acres, 1959 and 1960, 


ee 


State 


ON. 65nd doch cewseeeseuwee 
CO ER RE ee 
RS 525 ccgussween 
RO on a ncaa 
ON i 
IID. oocacceeeeuseece 
SRN So he oe ee sor 
NIA. 2 ods <dutiwakleon baaicinass 
a a 
I ee eae Ca ee 








ee See 
NS , ea | 
Michigan 
I ie oat aie 
| a ene 


PEMNG icksanccncosndtncanses | 





|) | Ne ae 
New Hampshire.-.............- 
New Jersey. 

New Mexico. 
New Y 


TI ee tea Serene a 
Nore Caronea..c....<.<~<. | 
POON TORR. cacecewcuws | 
Ohio 


J eee ee 
Pennsylvania. 
PERUNO GUNONND ee Se 
Beth CHPOUME...n ce cccsseccce | 
South Dakota 
Tennessee 
Texas 
Oe ee ce 
Vermont 
1 SSS er eee 
Pe 
West Virginia 
Wisconsin 
Wyoming 





United States_.........- 





Announced 
basic 1959 
and 1960 
rental rate 
per acre 


$12 
10. 
13. 
16. 00 

9. 00 
20. 00 
16. 00 
12. 00 
12. 00 
14. 50 
19, 00 
19.00 
19. 00 
12. 50 
15. 00 
14.00 | 
12. 00 
00 | 
19. 00 
15. 00 
14. 50 | 
14 00 
14.90 | 
10. 00 
2. 50 
10. 00 
00 
OO 
&. 00 
». OO 
00 


. 00 
00 
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00 
00 
00 
00 
50 
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Goal for new acres ! 


1959 


Thousonds 

205 

20 
240 
175 
607 

10 

15 

50 
400 
135 
400 
324 
475 
850 
260 
100 

41 | 





= 
>= 


2é0 
381 | 
300 
506 
14 | 
14 | 
26 
115 
191 
155 
600 
200 
565 | 
154 
174 | 

| 


2 
201 | 
500 
296 

1, 244 | 

55 | 
36 | 
75 | 
225 | 
26 

439 
63 


12, 500 | 


1960 


Thousands 
79.0 

6.1 

118.0 

59.0 

186. 0 

1.9 

4.8 

25.0 

134. 0 

66. 0 

128. 0 

126.0 

184. 0 
343.0 
113.0 

44.0 

20.0 

21.0 

1.6 
141.0 
225.0 
66.0 
252.0 
145.0 


227.0 


et 


9 & 


10.0 
31.0 
74.0 
57.0 
418.0 
134.0 
264. 0 
48.0 
70.0 


89.0 | 


281.0 
105.0 
457.0 
82.0 
6.5 
32.0 
84.0 
16.0 
146.0 
25.0 


5, 100.0 








New acres contracted 2 


1959 (as of 
Auy. 14, 1959) 


187, 832 
311 
329, 753 
125, 974 
532, 565 
3, 436 
13, 293 
71, 407 

, 968 
5, 387 
, 211 
. 219 
3, 698 
8, 604 
7,012 
3, 293 
, 373 
, 194 
1, 818 
, 740 


, O83 


, 605 
629, 441 


7,771 
, 108 
8, 729 

, 563 


. 458 


. 250 
2109 
2, 792 

37 
, 309 

75, 476 

270, 266 


0 

> 

7 
297, 636 

8 

» 

uv 


. 349 
, 242 
69, 544 
, 023 

34, 621 
387, 031 


65, 147 


12, 696. 973 


, 052 | 


, ORB | 


. 180 | 


477 | 





ee 


1960 esti- 
mated 





118, 280 
143, 232 
40, 622 
121, 178 
1, 614 
2, 926 
61, 185 
275, 272 
70, 506 
97, 687 
143, 270 
176, 847 
331, 181 
94, 117 
46, 292 
42, 391 
18, 211 
916 

215, 744 
215, 391 
50, 285 
240, 492 
168, 848 
194, 398 


184, 464 
303, 867 
50, 72 
135, 457 


166, 873 
537, 136 
148, 84 
411, 642 
29, 922 
7, 846 
35. 479 


71, 27 
20, 417 
269, 390 
21, 517 


6, 502, 318 





1 Based on factors in sec. 108(b) of act. 
deficit producing areas. 

8 Participation varies widely from goals due to varying interest of farmers caused by competing employ- 
mert opportunities, recent income from land, weather, and numerous related economic factors. 


Alaska and Hawaii goals were zero since they were found to be 
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TABLE 3.—1959 conservation reserve: Cumulative participation as to number of 
counties, farms, payees, reserve acres and rental payment by States! 









































Counties Farms Rental obligation for 19592 
State having having Estimated Reserve 
contracts | contracts payees acres 

Total Per acre 
RNA, cin diwatnamnai | 67 6, 483 6, 648 292, 266 $3, 498, 198 $11. 97 
Arizona 2 65 81 7, 353 100, 443 13. 66 
Arkansa: 74 7, 361 7, 746 465, 956 5, 564, 433 11. 94 
California . . iabaeeee 47 907 1, 053 167, 911 2, 165, 066 12. 89 
Colorado. ---...- | 50 4, 471 5, 506 1, 185, 361 9, 009, 180 7. 60 
Connecticut ............] 7 150 150 3, 664 74, 018 20. 20 
OD is geacuuscdacual 3 246 264 14, 788 246, 025 16, 64 
TS se od dermis | 40 1, 668 1, 706 167, 111 1, 494, 812 8. 95 
Georgia akbkanenceeaen 158 12, 314 12, 815 786, 346 8, 471, 120 10. 77 
Ba coscnnecconcnsenss| 39 1, 109 1, 304 211, 388 2, 547, 805 12. 05 
sp sidennais — 102 | 4, 918 5, 420 344, 721 5, 938, 566 17. 23 
BRS cn cucktcccenes: 92 | 5, 903 | 6, 168 358, 643 6, 547, 040 18. 26 
eee 100 | 6, 154 | 6, 816 492, 556 8, 773, 904 17. 81 
0 SS | 105 | 10, 619 13, 190 1, 119, 876 13, 376, 236 11, 94 
Kentucky (neuen | 101 | 4,413 4, 595 295, 703 4, 738, 207 16. 02 
Louisiana -.- Gacal 49 2, 656 2, 851 176, 001 2, 309, 726 13. 12 
Maine sesebadie .| 16 2, 188 | 2, 203 99, 035 1, 061, 807 10. 72 
M An ke a oe 23 1, 239 | 1,314 69, 945 1, 175, 693 16, 81 
Massachusetts - - } 12 93 93 2, 241 34, 907 15. 58 
Michigan. Shbdnheds 83 8, 846 9, 003 508, 454 6, 349, 124 12, 49 
Minnesota ---.-- eae 88 | 19, 121 20, 263 1, 765 19, 270, 749 10. 92 
0 Se 82 | 4,995 | 5, 066 3, 820, 241 13. 47 

| 113 | 8, 516 9, 046 8, 388, 732 | 13.7 
Montana - Nalesdies 51 | 1, 590 | 1, 820 | 55, 4, 095, 491 8. 99 
I wicks scans actioned 92 5, 990 7,111 679, 880 7 558 11.71 
MNMME coos sanceasass 1 | 1 1 13 | 91 7.00 
New Hampshire. | 10 | 368 368 9, 748 , 659 13. 51 
OS a 16 | 805 809 3F, 705 , 944 17. 22 
8 22 3, 537 4,416 372, 503 221 8.15 
SO CONE. oncscnecece | 53 7, 021 7, 099 358, 903 , 906 12, 79 
North Carolina. ite 99 | 5, 735 5, 908 | 188, 505 768, 972 | 14, 69 
North Dakota. - iiimeot 53 | 9, 148 | 11, 611 1, 818, 854 8, 072 10. 04 
Ohio seskecesaabe 88 6, 311 | 6, 477 346, 839 297 16. 93 
Oklahoma. . | 77 14, 203 16, 610 1, 187, 611 92, 020 10. 43 
SE a 33 1, 884 2, 062 192, 825 , 693 13, 65 
Pennsylvania-.-.-.-..- | 66 5, 010 5, 087 246, 844 766, 425 15. 26 
Rhode Island_.........-. 2 3 3 37 737 19. 92 
South Carolina. -......-- 46 | 9, 301 9, 572 466, 222 ), 856 12, 22 
South Dakota. ...-.---- 67 8, 410 10, 620 1, 285, 454 3, 558 10. 05 
NN a ance dos ince wadeareise 4 6, 127 6, 391 351, 822 6, 020 14. 68 
Texas... ae 237 30, 140 | 36, 207 3, 238, 504 25, 052 10. 51 

Utah... imadame obama 22 828 940 206, 774 | 763, 246 8. 5. 
= oa oe oe 14 795 800 25, 066 | , 105 13. 49 
So oe ee eee | 04 | 1, 785 1,819 79, 115 , 275, 244 16, 12 
Washington __.......... | 37 | 1, 746 2, 139 265, 292 3, 356, 189 12. 65 
West Virginia. _-- eis 50 1, 050 1, 072 38, 345 606, 544 15. 82 
Wisconsin .......- —— 71 9, 536 9, 725 642, 140 7, 273, 040 13. 42 
oS a 16 461 520 | 101, 958 886, 748 8.70 
United States_.... 2, 864 246, 220 | 272, 488 | 22, 422, 159 258, 469, 720 11. 53 





! All data are as reported Aug. 14: 1959, and are cumulative for all 1956-59 contracts in force at that time. 











* Net disbursements are somewhat less than obligations due to violations, penalties, and terminations. 
Due to controversies surrounding such cases some disbursements and penalty refunds are not resolved for 


several years. 
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TaBLEe 4.—Conservation cover with cost-share assistance required under contracts in 
force Dec. 31, 1959, by States, with total completions as of that date (preliminary 














| Conservation cover required to be established with cost-share | 
| assistance on contracts in force Dec. 31, 1959 
- = ice i . = Estimated 
| | U.S. cost- 
Grassland Ponds | | Wildlife | share 
State | legume Tree cover |__- Wildlife marsh | payment! 
cover | (acres) | cover | mManage- 
(acres) | Number} Acres | (acres) | ment | 
j (acres) | 
| 
1 t, oy 3 Mis: 2S 
| 
| 


























































Alabama.._.-------.- 106, 849 167, 487 96 250 894 | 24 =| $3,012,643 
RN eS A 2 2 | Rs, Neat eens eae ae 63, 164 
Arkansas pois 252,714 89, 000 145 1,500 | 924 1,810 2, 314, 047 
California jtcinas 75, 845 | 24 S 10 1, 629 2, 071 849, 480 
Colorado sa canes 1, 169, 522 898 22 22 450 23 4, 363, 646 
Connecticut____.__- 851 | 234 l 0.5 RO Nivoccsunannas 16, 800 
RESP 10, 549 756 8 4 130 0.4 159, 996 
ae 29, 737 | 127,171 2 8 | Wee Te eeecdaeo es | 1,320,624 
Georgia ETA SE 181, 433 550, 000 79 198 1,356 160 7, 620, 492 
Idaho fcavs ~~ 177, 563 1,431 2 3 223 100 944, 213 
CN a 253, 356 3, 357 96 | 148 ee Bkceenne ipa 2, 306, 92 
Indiana _- siti nad 190, 315 2, 242 117 150 1,603 33 | ~=—s- 2, 698, 817 
Iowa ate ali aly 164,051 | 3, 942 151 151 Be Dcek chee 1, 242, 661 
OUPAS...........-.<.| 1,086, 286 | 278 35 70 162 232 =| ~=«12,074, 581 
Kentucky_____- ee 180, 023 3, 600 505 579 Die --| 3,926,427 
Louisiana _.. a 41, 899 81, 476 RY 530 230 798 | 672,012 
Maine Pee eae . 26, 660 14, 467 |_.-- ahaa ‘ = ip lnciacutlis anatase wlkeoe 1, 079, 662 
Maryland___.....-. is 21, 509 | 2, 913 26 25 5, 898 5 400, 609 
Massachusetts eg 312 337 Se ae ) a 16, 955 
Michigan ae 108, 750 26, 000 21 18 2, 600 25 | 2,517,098 
Minnesota _..-_.--- 1, 032, 486 27, 300 4 3 137 65 6, 290, 008 
PAD oe isos 163, 887 | 55,661 | 30 225 1,066 | 111 1, 771,82 
RN cs a 357, 672 2, 590 2, 350 3, 900 152 2, 302 10, 190, 155 
Montana . iia 398, 808 | S80 1 1 SEES inicedpdiceeatniecane 1, 239, 636 
Nebraska ee 511, 688 | 869 9 10 EON: tecoemeen ‘ain 3, 664, 48 
Nevada ~ i oe Stead aw ate kint suns o iciaie gee eae 200 
New Hampshire 108 | 4,037 23 25 18 1 114, 000 
New Jersey OEE 15, 847 406 5 4 SE Mis eek 348, 081 
New Mexico. -- oe NE Bos sacs oeseaille nites gti ao eee ee Ree. _.| 4,318,149 
New York oo eee 77, 947 | 47,849 736 750 | 575 80 3, O81, 288 
North Carolina -_..- 60, 323 | 90, 827 353 440 946 4 2, 210, 978 
North Dakota ___..___| 1,598, 224 | 4, 000 1 2 51,000 1,090 | 7,582,504 
Ohio See ee ee 109, 368 | 2,076 232 295 12,027 | 62 1, 438, 674 
Oklahoma.....-....-. 837, 154 2, 407 69 90 42,964 |_..-- Seat ~ Te 
Ne a ci san 124, 496 | 5, 970 13 25 6, 100 502 1, 055, 536 
Pennsylvania -_------ 39, 104 | 9, 940 81 93 237 | 3 971, 643 
Rhode Island a et sal anaes ao laaniennce eee caine eee 
South Carolina.__.-.- 102, 695 | 312, 000 51 82 723 | 2, 000 3, 735, 074 
South Dakota__....._| 1,017, 958 | 2, 474 17 12 7, 012 | 39 6, 810, 477 
Tennessee__.........- 219, 960 | 42, 000 717 1,000 258 141 4, 104, 986 
a | 2,583,751 | 62, 481 185 185 OOOO he eons ss 19, 796, 925 
Te re ow 189, 932 | 72 | 1 Di i ae er ao 855, 380 
| 186 11, 681 33 OO) Tea o. ae ee 258, 803 
| | eae 16, 400 11, 800 20 31 308 10 | 423, 906 
Washington ______- \ 146, 578 3, § 5 | 2 | 41, 010 253 j 1, 104, 085 
West Virginia_____-- 3,477 | 3, 89E 44 | 29 23 l | 155, 190 
I one cece 154, 122 | 26, 885 12 12 1, 500 | 34 | = 1,618,248 
Wyoming---.-....-- veh 72, 500 causand Diba dkaesnidkonienonapaamiaeien tates » 180, 148 
Total required_| 14,700,767 | 1,807, 767 6,397 | 10, 928.5 206, 403 11, 979.4 | 138, 044, 273 
Amount completed 
Dec. 31, 1959 .| 13, 644, 890 1, 441, 058 | 5, 926 9, 709. 5 180, 956 7,390.4 | 126, 138,073 


Payment for reestablishment through Dec. 31, 1959 of conservation cover which failed and | 


required replacement.............-..----- ae A Ane ee oS wath 5 22 tee eel 7 3 3, 858, 127 











Total practice payment earned through Dec. 31, 1959____-- _| 129, 996, 200 


! Cols. 1 through 6 exclude 5,684,314 acres of land in satisfactory cover when contract was signed or for 
which cover is established at no cost to this program, 

2 Items for each State reflect cost of initial establishment of cover through Dec. 31, 1959 plus estimated 
cost for cover remaining to be established at that time. This is about $48,000,000 below original estimated 
obligations due to extraordinarily favorable weather in 1958 and 1959, revised specifications and requirements 
and overestimation by local committees. 

3 These costs are due to flood, drought, winter kill or other natural causes, and are not included in the total 
of $138,044,273 cost of initial establishment. 
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TaBLE 6.—Changes in livestock number on a sample of 2,015 farms placing all of 
their eligible acreage into the conservation reserve, Wisconsin, 1956-59 } 





Number on 








farm before | Number on Percent 
‘ ; | 
Kind of livestock | placing farm | farm Oct. 1, change 
| in conserva- 1959 
| 


tion reserve 







Dairy cows.-.- | 7, 155 | 1, 034 —85.6 
Young stock 1, 973 4, 541 2 +-130.2 
Other cattle__. 2, 190 600 —72.6 
Hogs___. 6, 786 1, 631 —76.0 
Sheep 3, 828 2, 500 —34.7 
Chickens 87, 930 77, 840 —1L.5 





1 Some preliminary results of a soil bank program study now being made by the Wisconsin College of 
Agriculture. Of the 2,015 farms sampled 1,122 had no livestock enterprises immediately prior to placing the 
whole farm in the conservation reserve program. An additional 91 farms raised poultry as the only livestock 
enterprise 

2 Apparently those contract holders who reside on farms in the soil bank have found it desirable to raise 
dairy heifers and other young stock in order to utilize the permanent pasture which is not in the soil bank 
as well as any carryover stocks of grain and hay produced prior to the contract period. 
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I XHIBIT 





















DIGEST OF ADVANCE PRELIMINARY FINDINGS OF AN AGRICULTURAL RESEARCH 
SERVICE STUDY IN SELECTED MAINE, GEORGIA, IOWA, NEBRASKA, AND NEW 


MEXICO COUNTIUS 




































1. Reductions in value of crop production per dollar of rental payment average 
generally much higher when all eligible cropland on a farm has been contracted 
than when only a part has been contracted. 

2. The value at current prices of wheat and sorghum grain production reduced 
by the conservation reserve in New Mexico is $3 to $5 for each dollar of rental 
payment. When the recent favorable yields are adjusted to a normal level the 
value of crops reduced is about $2 for each $1 of rental payment. 

3. In Aroostook County, Maine, where many farms that formerly produced 
large acreages of potatoes are participating, reduction in value of crop production 
averages $6 per each dollar of rental payments. 

4. The Maine survey shows commercial farmers receiving conservation reserve 
rental return of $5 after taxes for each $100 of farm real estate value. From these 
amounts they must pay insurance, maintain fences anc buildings, control noxious 
weeds, and bear their share of the cost of establishing or reestablishing conserva- 
tion cover. 

5. Age is an important reason for participating. In most of the study areas, 
participants average older in age, they have operated their farms longer, and more 
of them have regular retirement incomes or nonfarm jobs than for nonparticipants. 
In south central Iowa about 40 percent were 60 years old or older. (In another 
study currently being made by the Wisconsin College of Agriculture ‘‘first run 
preliminary information”’ involving 1,959 participants indicates 50 percent were 
over 60 years of age and 70 percent over 50 years.) 

6. The conservation reserve apparently has not accelerated the existent trend 
toward declining farm population and larger sized farms. In fact, some partici- 
pants who would have sold their farms and moved away are retiring and continuing 
to live on them. Some who shifted to nonfarm work, but remain on the farm 
said they would have moved to town if there had been no conservation reserve 
program. 

7. In Georgia 94 percent of participating farm dwellings were occupied compared 
to 98 percent for nonparticipants. 


Mr. Wurrren. Mr. Horan. 











RELATIVE 





VALUE OF SOIL BANK PROGRAM 








Mr. Horan. Mr. Chairman, I am a little bit confused. We had 
two very fine groups before us last week. One of them begged us to 
give them $75,000 additional money for research on onions and pota- 
toes. They are not on price support. They were not asking to be 
helped other than asking for research to give them mealier potatoes 
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which would sell better and to help them with the work which has 
been continuing through the years, the studies on the storage humidity 
and temperatures which enable us to keep onions and potatoes more 
acceptable to the housewife of America when they reach the retail 
bins. They wanted $75,000 in addition to what is already programed. 

Then we had another group. They are not on price support. They 
were not asking for anything other than an increase of $10,000 to help 
out with the work one of our more self-sufficient States, in my opinion, 
is trying to do for the poultry industry of Florida. Florida receives 
very little money out of price support moneys. They were not up 
here begging, but they are trying to present a better egg to the 
American housewife. They ws anted $10 ,000 for marketing research. 

I could not help but think that here we are facing an obligation 
out of the Federal Treasury which will increase the national debt, 
which will make less stable our American dollar, a storage bill of $481 
million. Is that not right, Bob? 

Mr. Bracn. That is the 1959 storage bill. 

Mr. Horan. It is more than that by now, because you closed the 
books on that one at $481 million. 

I just wondered how stupid Americans can get in denying self- 
sufficient, productive, taxpaying members of western Christian civ- 
ilization, when we face the possibility of having to deny $75,000 to 
a group of onion and potato growers and when we face the possibility 
of denying $10,000 to a group of fine people who came all the way up 
here from Florida to testify before this subcommittee. 

Mr. McLain, a gentleman came before our committee the other 
day and presented these charts. 

Mr. McLarn. I always like to see who is responsible for it when I 
start reading. 

Mr. Horan. That is Bob Koch of the limestone people. 

Mr. McLarn. Yes. 

Mr. Horan. That is in front of you, and anything that is in front 
of you has to be answered. You ‘know that. 

I would like you to explain that. I think we are getting rather poor 
results out of what we are spending on the soil bank. 

Mr. ANpERSEN. May I ask a further question? 

Mr. Horan. Sure. I have thrown this wide open here. I will 
yield, because I think it is about time we brought this out in broad 
daylight. I voted for the soil bank. 

Those charts were brought before us, Mr. McLain, and they 
indicate that the more we spend on the soil bank, the higher our 
production becomes. If they are in error, I think somebody will have 
to explain it. 

I am becoming disenchanted with the soil bank, and that is for the 
record. It has caused not only me but Mr. Manwaring all kinds of 
headaches in its application. I think we are at the place in our farm 
program that we shall have to face some serious facts. 

On this subcommittee we are wrestling now with a $6 billion obliga- 
tion which we shall have to handle one way or another. Our chairman, 
I know, is disturbed about this thing. One of these days we shall 
have to mark this bill up. We shall have to face the facts of life. 

Those charts may be in error. 

Mr. McLain. I do not want to comment on Mr. Koch’s charts. 
Our studies show that the conservation reserve program can help 
achieve a better balance between production and outlets. 









648 










You do not have to leave Mr. 
concerned. 
Mr. Horan. 


personalities. 


Koch’s name out of it as far as I am 


Let us not get into personalities. 


It is not a matter for 
It is a matter for 


facing the facts. 
















OF 







EFFECT AGRICULTURAL 


Mr. McLain. Mr. Horan, in the whole ACP program which we 
have had for many years, particularly in the area of the breadbasket 
of the country, the big end of the soil-building prac tices under ACP 
has helped create the y ‘ield which we have today. There is no denying 
it. Anybody who knows ‘‘Sick ’em”’ knows this. 

To say this is not a good thing is another question. I think many 
people raise serious question about spending $225 million annually 
for practices which primarily over the past do one thing, and that is 
to increase yields. I speak as a man of experience in this area. If 
we are faced with surpluses, | think you should tie in with the answer 
whether this is the wisest expenditure of funds in this country to 
the other question which you raise with these smaller 

Mr. Wuirren. When you say it does only one thing, I think that 
is carrying this matter a little far. 

Mr. McLain. Primarily, I said. 

Mr. Wurrren. We have had lots of differences of viewpoint, which 
is not unusual. 

Mr. McLain. That is correct. 

Mr. Wuirren. The overwhelming membership of the Congress and 
the biggest percentage of the farmers take the view that the agri- 
cultural conservation program is primarily to protect the fertility of 
the soil. JI grant that you and the Department do not subscribe to 
that. But neither can I accept your version that it is primarily to 


CONSERVATION PROGRAM ON PRODUCTION 

























increase production. I do not subscribe at all to that. let us 
leave it that it is a matter of controversy, if we may. 
Mr. McLain. That is perfectly all right, but I was trying to 








answer Mr. Horan when he was indicating that the ACP program in 
toto was not having the same effect 


Mr. Horan. Oh, no, not ACP. I am talking about soil bank. 
Mr. McLarn. I know you are, but I am pens this to the overall 


expenditures which we are making in this area. Quite a little of the 
conservation reserve payment, as you know, goes to the soil-building 
practices in order to get this land permane ntly set aside, whereas in 
the ACP program we do not do that. We can plow it up the next 
year if we want to. 















EFFECT OF 





CONSERVATION 





RESERVE ON PRODUCTION 











Mr. Wuirren. If the gentleman will yield to me further, I will 
point out for the record that in the conservation reserve program there 
is absolutely no prohibition, either in law or by regulation, that would 
prevent any farmer from using the total amount of money received to 
increase production on other land. 

Mr. McLain. If he had the whole farm out, Mr. Whitten—— 

Mr. Wuirren. He could take the money out of that farm and spend 
it on another farm. ‘There is no prohibition. 

Mr. McLarty. We do not have too many that have other 








farms. 
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Mr. Wuirren. But there is no prohibition in the law or in the regula- 
tions Which would prevent him from renting his small farm and getting 
enough money out of it to buy a lot of fertilizer, seed, and everything 
else, and putting it on his other farm. Apparently, according ws your 
own estimates, you are renting 5!5 million acres more this year, but 
your increase in lands planted is up 414 million. So, by soni 5i4 
million, you are getting only 1 million out, and sana the 41% 
that they would be planting would be better land than the 5% you 
are renting from them. That is your own estimate and, as you point 
out, it is an estimate. But I have observed estimators in times past, 
and usually they do not estimate against their own position. So | 
would not think vou would be bringing pressure on your estimators 
to overestimate planting, partic ularly i in view of the controversy we 
are having in this area. 

Mr. Horan. The chairman can speak with a lot better grace than 
Iean, Mr. McLain, because he has never bought this soil bank idea. 
I voted forit. But by the same token, if | make a mistake, the quicker 
| admit it and come clean with the American taxpayer and the sum 
total of Western Christian civilization—because I think that is in- 
volved here—the better I shall feel. 

| have not had any explanation of this. The chairman has never 
been for this thing we are in now, and yet he has to sign the check as 
chairman of this subcommittee. Tt is a big check. 

The facts are here. My colleague from Illinois, Mr. Michel, has 
had a study made in the State of Illinois. I think we paid pretty 
high costs per bushel for reducing production in certain counties in 
llinois if the facts of ACP are correct, because that is where he got 
them. 

We are up against it. I do not know what we are going to do. | 
shall be frank with vou: I will go along with any suggestion which 
will give some real promise of re duci ‘ing these surpluses. Mr. Whitten 
or Mr. Marshall have advanced a proposal involving payment in kind 
for reduction in total production on our farms in America, because we 
just cannot live with storage costs of $481 million a year, and that is 
not all, on storage—not when we have farmers come before us asking 
for $10,000 for this which obviously will help them. We cannot live 
with it when we have another group of potato and onion producers 
who want to improve the product they are selling to the American 
people, who want $75,000. 

Mr. Chairman, that is all I have to say. I think the facts are in 
front of us, and I know that when we report our bill out, you have an 
awful lot of explaining to do to the American people. 

Mr. McLarn. Could I say one more thing? 

Mr. Wuirren. I wish to comment, also, but I think we should 
hear Mr. McLain first. 

Mr. McLarn. I should like to point out to Mr. Horan three things. 
One, of course, is that we have had the most favorable weather situa- 
tion within my memory in the last 2 years. with prospects of again 
having the same this year. Two, we have had a rapid build-up in 
recent vears—I do not need to tell you, for this is particularly true 
in the feed area—of the use of fertilizers, which we have not seen the 
end of yet because we have plant fac ilities to do it. We have not seen 
anything yet, in my judgment. Third, we have ample labor and 
machines to do a magnificant job. 








650 


I think the question you ought to ask yourself, Mr. Horan, or 
anybody else who prepares tables like this, is: Where would this 
production have been if we had opened it clear up and had not had 
any land set aside, and what do you have to offer in place of it? When 
you get that answered, then I think we all ought to listen. 

The gentleman who prepared these charts has not answered it. In 
fact, in my judgment his program has done more to cause the increased 
yields over the years than any other single thing. 

Mr. Horan. I shall not belabor the point, but my only comment 
on that is that if the facts of life are in contradiction to what you were 
just trying to say—— 

Mr. McLain. No, I disagree with this, Mr. Horan. I say, what 
would the produc tion have been if all these acres had been in crops 
with the moisture the way we had it? Nobody knows what it would 
have been. We well know that in Mr. Andersen’s area and many 
other areas, this would have looked like a picnic. What happens 
when you remove it?) What are you going todo? Who are you going 
to answer to as long as you still have these guarantees the way “they 
are? That is the question this committee ought to be asking. 

Mr. Horan. What solution do you have? 

Mr. McLain. My solution is that we have not given this thing a 
real opportunity to work yet. This is one of our problems. We rush 
in and we decide we are going to do something. I agree with you, 
Mr. Whitten has been against this program from the beginning. | 
give him credit for the courage of his convictions. But a lot of people 
were for this approach. 

Mr. Horan. It sounded very good to me that we would spend 
money to take productive acres out of production, but in the operation 
of that program apparently we have just taken ‘nonproductive acres 
out of production. We are charging to the American taxpayer a 
tremendous— 

Mr. McLain. With this I disagree. 

Mr. Horan. Well, again I have to say that an analysis of this 
thing ought to be had. My colleague from Illinois got his reports 
from the « county committees. 

This subcommittee will have to face this in just a matter of weeks 
when we report this bill to the House. Iam telling you, I am worried. 
I have to go back again to a request—I am almost pleading—to have 
you and Secretary Benson try to work with people who have ideas, 
instead of always being in contradiction of everything that has any 
chance. You were not even for the soil bank to begin with, and now 
you are one of the chief advocates of it. We are not getting anyplace 
with this program. 

Mr. McLarn. Practically all of the bills which have been introduced 
on wheat, Mr. Horan, including the bill which was introduced by the 
people in your area, have a proviso in them that has the principle of 
the conservation reserve right in them. Every one of them. 

Mr. Horan. I recognize “that. 

Mr. McLain. Every one of these bills which has been introduced. 
That is a recognition by most people, with the exception of some, as 
Mr. Whitten very ably points up their side, that if you are going to 
get at the heart of this problem you have to get at the acreage involved. 
Mr. Horan. No, not acreage. 
Mr. Wuirren. It is production. 
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Mr. Horan. It is the production which is involved. 

Mr. McLain. Acreage, if you take the whole units, will get the 
production. If you take only part of the farm, you will not get the 
production. 

Mr. Horan. I think when you use the word ‘‘acres”’ 

Mr. Wuirren. He left me there. 

Mr. ANppRSEN. Have you finished, Mr. Horan? 

Mr. Horan. No, I am not finished. I will never be finished with 
this until we have a solution. But I will yield to you. 

Mr. ANDERSEN. No. I want my own time when you have finished. 
I have already indicated that. 

Mr. Horan. I will yield to him. He can have the floor. 

Mr. Wuirren. I want to comment. Ido not mean to cut you off. 

Mr. Horan. Then I will yield to you first. 

Mr. Wuirren. May I say the record shows that in this area we 
have spent and will spend approximately $4.3 billion during the full 
period of this program. 

Mr. ANDERSEN. In what period, Mr. Chairman? 

2 WuittEeN. Over the period of the soil bank, which expires this 
year, but the contracts will continue for a number of years to come. 
We Hy ull be faced with this every year for years. 

Mr. Horan. <A billion and a quarter dollars in obligations face us 
now. 

Mr. Wuirren. I repeat that there is nothing in the law or in the 
regulations which prevents that money from being used by the same 
individual, even if you rented the whole farm, on another farm to in- 
crease production. 

I subscribe to the theory my colleague has mentioned. These 
hearings today show that, as the farmer got less for his crop, for what- 
ever the reason, and as he got less price support, he has increased 
production. You can argue about why, but he has done that. 

Secondly, as we rented acreage under the acreage and conservation 
reserves, he has put into production a lot of other acres that he was 
not putting in production before, which has resulted in a lot more 
production. 

The record further shows that, while the framer has received less, 
the warehousemen have been paid more and more, the railroads have 
been paid more and more, and the our foreign aid program has al- 
ready gotten through Public Law 480, approximately $44 billion 
charged up to American agriculture. And that program is authorized 
to get another $4!4 billion. 

As I pointed out earlier, those handling cotton got $166 million in 
rebates. Now they are putting on tremendous pressure to get the 
same thing through a system of discounts. 

It looks as if everybody has been getting cut in on this melon to 
their advantage, except the farmer who has been out a whole lot of 
money in extra production costs trying to offset loss in price. It has 
reached the point that I think the farmer is just about to lose the farm 
program, which I think in turn is essential for the general prosperity. 

Again, I do not want to kcave it all on the administration or these 
bills which have been sponsored by the administration and approved 
by the Congress, because Congress approved the soil bank. | point 
out again that efforts to control production by acreage have proven 
to be an incentive to increased production to the maximum extent 
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that a person can. In the process, the average farmer has greatly 
increased his financial investment in the crop beyond the range of 
soundness 

| would like to point out this difference. While all these things 
have existed, a combination of factors, there is a difference in the 
way you have to deal with commodities in any legislation. Fre- 
quently the Secretary has pointed out that only a limited number of 
the basic commodities have guaranteed price supports. 

I point out here that there is a basic difference between storable 
and nonstorable commodities. Cotton, for instance, will keep 50 or 
100 years and be very usable. Wheat will keep for quite a long time, 
as will various other products. In a crop in which 1 year’s over- 
production is in the way of next year’s production, you do have to 
deal — t differently from perishables where, whatever your crop 
is this vear, at least it is not in your way next year. 

So there is a basic reason why you have the basic commodities dealt 
with one way and perishable commodities dealt with another way. 
Even with basics, | repeat, there are many things in the administra- 
tion’s policies that [ think contributed to it. There are many things 
in the soil bank law and others that [ think contributed to it. I say 
there is one that antedates you, and that is the effort to control by 
acreage. Price supports must be tied to actual production. We 
shall have to deal with actual production and quit fooling with acres, 
in my humble judgment, before we ever get the matter settled. 

May I say again, one of the reasons it is hard to get enough folks 
together in Congress or outside Congress is that many nonfarm in- 
terests ere getting a mighty big cut out of the present very unwhole- 
some situation that we have. 

I have had copies of letters in recent weeks where groups have 
written you, Mr. Secretary, saying that the producers favor this, the 
trade favors this, everybody else favors this, but significantly they 
do not say a thing in their letters about the taxpayers approving it. 
Somebody will have to let the taxpayers get in on these things. 

[ really interrupted to point out that there is a basic difference 
between storable commodities and nonstorable commodities, because 
that is where the line really is drawn. 

The gentleman yielded to me. Thank vou. 

Mr. Horan. | want to conclude this by telling you, Mr. McLain, 
that I am going to support that $10,000 request for the folks down in 
Florida who want to put a better egg on the housewife’s table in America. 
I shall also support the request for $75,000 to help develop a more 
mealy potato, to increase the storage facilities at Beltsville so we might 
have controlled atmosphere experiments so we can store onions a little 
bit longer. I shall not rest until we do something that has promise— 
to cut down on $481 million storage costs on crops that we cannot even 
sell. That was last year’s bill; this year it will be higher, and still 
higher next year. I mean I am just begging you to cooperate with any 
idea which will dig into the control of our surpluses. I submit for 
the record that you cannot do it by the acres approach. You have 
to do it by total production. If we can just get our minds off that 
acre business, I think we might get someplace. 

[ want to compliment my two colleagues for coming up at least with 
an idea. They carry no extensive brief for their suggestion, but I do 
think it makes sense. 
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ANDERSEN. May I be recognized, Mr. Chairman? 
* Wuirren. Mr. Andersen. 


CCC STORAGE CHARGES 


Mr. AnpERSEN. Mr. Me ‘Lain, of the $481 million storage, how much 
was wheat involved in that? How much was charged against wheat 
storage? 

Mr. Beacu. I have the figure. 

Mr. ANDERSEN. Will vou place in the record here a breakdown of 
the storage charges relative to each and every crop? 

Mr. McLain. How far back do you want to go? 

Mr. ANperRsEN. This vear. I am speaking about this particular 
figure which has been brought into the discussion. 

Mr. McLarty. I shall be glad to. 

Mr. ANDERSEN. Approximately how much is charged to wheat? 

Mr. Beacn. $205 million for wheat 

Mr. ANDERSEN. How much was charged against corn? 

Mr. Beacn. $134 million. 

Mr. ANDERSEN. How much is chargeable against cotton? 

Mr. Beacu. Upland cotton, $11,800,000. 

The information requested follows: ) 


Con modity Credit Corporation Storage costs for commodities under price -support 
program for fiscal 1959 


Millions] 
Wheat 
Corn 
Other feed grains 
Upland cotton  __—- 
Sovbeans 
Other commodities 


Total 
PURCHASE OF DRIED EGGS 


Mr. apie How much has the Department expended since 
January 1 in bolstering the price of eggs through the buying of the 
dried egg sedacei® 

Mr. McLatn. We would have to furnish that for the record, and 
shall be glad to do it. 

Mr. ANDERSEN. | would say it is approximately $4 million or $5 
million, is it not, Mr. Beach? Correct the record for that. 

Mr. Beacn. I do not have that figure. 

Mr. ANpeRSEN. By the expenditure of that approximately $5 
million—and correct the figure for me later—in 2 months you have 
increased the value to the producers, nationwide, by about 10 cents a 
dozen, taking into consideration the fact that today the average on 
top eggs in the Seventh Congressional District of Minnesota is 28 
cents a dozen, whereas when you started to buy eggs, the top was 18 
cents a dozen. So, nationwide, or at least through ‘the Midwest, vou 
have increased the value to the producer to the extent of 10 cents a 
dozen on eggs through the judicious investment of this $5 million, in 
2 months’ time. 

Nationwide, we have a production of $100 million gross each week 
on eggs, roughly speaking, approximately $5 billion a year. In other 
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words, you have given to the farmers of the Midwest at least an 
additional $10 million per week, or a total of $80 million, through the 
expenditure of this $5 million for very judicious price supports during 
that period. 

If I am incorrect, I wish you would change my figures or give me an 
argument. 

In other words, an expenditure of $5 million has meant $80 million 
in the price level, in the Midwest at least, to the producers of eggs. 

On that $80 million or on at least half of it, say on $40 million, 
Uncle Sam eventually takes at least 20 percent via the income tax route 
out of these producers of eggs. Say on the first $40 million advance 
Uncle Sam happens to collect no taxes, but at least ou the other these 
farmers and producers are in brackets where immediately their added 
income is represented by just that much more that they pay Uncle 

Sam. All right, cutting that $40 million down on one side, at the 
very least Uncle Sam gets back $8 million into the Treasury of the 
United States for doing what? For expending about $5 million to 
bolster the egg market all through the country. I think that is very 
commendable. 

Price Support ProGrRaM 


Now, look at the general price support program. What would be 
the picture in agriculture today had we not expended that $481 million 
for storage? That would mean that we would have no price support 
program whatsoever. What would be the value of a bushel of wheat 
on the Chicago market? I think the Department estimated it would 
be about a dollar a bushel today, would it not? 

Mr. McLain. It would be materially lower than what it is. 

Mr. ANDERSEN. Quite materially. I have seen an estimate that 
the value of every bushel of good, hard, No. 2 corn would be about 
60 cents or 55 cents today if it were not for even the mediocre price 
support program which is beneath it today. 

We have 4 billion bushels of production of corn. If we slice 50 
cents a bushel off that in value, what are we doing to our economy? 
We are taking $2 billion gross out of the farmer’s pocketbook if we 
let that ride on a free market. 

I have no conception of what would happen to these other crops 
but, Mr. Chairman, I would hate to see what would be the value of a 
bushel of wheat today in Chicago if it were not for the support price 
under it, or of a bale of cotton if we had to say we shall not have any 
program, or of tobacco. We must become realistic in this, gentlemen. 
Surely, $481 million is a big figure but, gentlemen, the $14. billion 
or $15 billion product that we are dealing with in all of these com- 
modities is certainly a huge sum compared to $481 million. It is at 
least 32 or 33 times the amount. We are not dealing in small figures 
here. 

I want the critics of this program, including my good colleague, 
Mr. Horan here, to say what they would do in the face of it. Iw ould 
like to hear my chairman say what he has to offer. Two vital farm 
programs, those dealing with price supports and also the soil bank, 
are being attacked before vou have any alternative programs approved 
by Congress. If the soil bank were done aw ay with, Mr. Chairman, 
what else do you have to propose to take land out of production today 
and reduce our production? What do you propose in place of it? 

I would be pleased to give you time to answer that, Mr. Chairman. 
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COTTON PROPOSAL 


Mr. Wuirren. First may I say to the montanes in, I have had for 
some time before the proper committee of the Congress a bill whereby 
price supports on cotton would be based on bales. The bales allotted 
would be based on the domestic needs Any bales beyond that would 
be produced with full knowledge that they would have to go on the 
world market for what they would bring. That would be operated 
by requiring certificates by processors for each bale they process. 
The farmer, in turn, would receive a certificate for his pro rata share 
of the domestic bales. 

It is my belief that then the processor, having to have a certificate 
to match the bale, could not use this cotton where there was no cer- 
tificate for it. Through that means the farmer would receive a fair 
price for his share of the domestic market. 

In order to keep a competitor from taking advantage of him, I have 
a provision to maintain the present relative position. I do not try 
to go backwards, but just try to prevent a competitor from taking 
advantage of it in the future. 

May I say I have never found anyone who differed with my bill in 
this area. Maybe there are some. They have just said, ‘You can’t 
get it passed.’”’ I feel highly complimented that in this controversial 
field the only thing they can say is that I cannot get it passed. As to 
that statement, 1 am unable to argue with them. Apparently I 
cannot. 

FEED GRAIN “PAYMENT IN KIND’? PROPOSAL 


In the feed grain area, Mr. Marshal! and I have introduced a bill 
whereby we would deal with these commodities in the feed grain 
area—which would be wheat, corn, grain sorghum, oats, and the 
rest—which the Department would figure out in relative feed units, 
giving proper weight to differences in price. This would not change 
the farm program, but it would give to any producer who cuts his 
total production up to one-third in these commodities an equivalent 
amount from that in the Government’s hands. 

It is our belief that the farmer today, with present farm supports, 
has to do something to maintain his income during the period of 
adjustment. So by giving him out of Government stocks the equiva- 
lent of what he would cut his total production, his income would be 
protected during the period of adjustme nt. 

The Government would save money, because we would be able to 
reduce storage cost. Also, what the Government would give him 
would not cost the Government a dime, because if we do not give it 
to the farmer we would be giving it away under Public Law 480. 
That is based on Mr. Marshall's idea. 

The other part of the bill is my idea, and there we set up a com- 
mission during this 3-year period to come up with a program where 
price supports are based on needed production. Because I have 
recognized wide differences between myself and other Members of 
Congress, and among various members of the Agricultural Committee, 
between the Farm Bureau and the National Grange, and every other 
group in the wheat area—because | have recognized there are so 
many differing opinions, and in many areas they are fixed opinions, 
I suggested as part of the bill that the Secretary appoint a commis- 
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sion, three-fifths of which would be actual producers in this area, 
that the members of that commission be nominated by the Legislative 
Committee of the House and Senate, and that the Secretary be an 
ex-officio member. 

Is this a new farm bill? No, it is an effort to bring about an 
adjustment while we come up with a farm bill and protect farm 
income while we do it without cost. 

Might I say that that bill went to the Secretary some 2 months ago 
for an opinion. So far as I know he never has been able to make up 
his mind. We asked the Secretary if he would give us an opinion. 
He has not vet done it, though I trust he will. 

That is our best solution. Is it a perfect cure? I know of no 
perfect cure. 

I agree with my friend from Washington that, if we do not tangle 
with real production and make the benefit of price support apply to 
the farmer and keep the farmer from producing himself into poverty, 
we will lose the whole thing. 

Mr. ANpErRSEN. I want to ask you this question. First let me say 
that I think there are many good points to your bill and Mr. Marshall’s 
bill. There is only one major thing that I disagree with, and that is 
the proposal that farmers in the corn area could receive payment-in- 
kind out of wheat stocks and thus put feed wheat into direct com- 
petition with our corn in the Corn Belt. 

| understand that could be obviated with the proper language in 
vour bill. I want to say that your bill, speaking of both of you, 
in that shape would come near meeting with my approval. But it is 
today just a bill and not a law. 

I also ask this: Do you not use the vehicle of the soil bank in the 
main proposal of your bill? You are taking land out of production. 
The only thing you do is to make payments in kind instead of cash. 
In other words, you are taking Mr. Marshall’s and my original idea 
of the soil bank to make a vehicle in your proposal. Is that not a 
fact? 

You have the soil bank as the main portion of your bill right now, 
and I compliment you gentlemen for it, and by so doing you have 
admitted your full agreement in the original proposal of the soil bank 
as the only vehicle which has any chance to take land out of pro- 
duction. 

[ can see nothing different. 

I agree with you on your bill with that one major objection. _No- 
body can tell me that you are not using the soil bank principle to 
achieve that reduction in production. 

Mr. Waurrren. Will you yield? 

Mr. AnpERSEN. Certainly. I think this discussion is good for the 
record. 

Mr. Wuirten. As to the feeling the gentleman has about the origi- 
nal bill, the problem of payments-in-kind being the same as the com- 
modity for which the reduction is made, may I say, based on the time 
that has elapsed since we introduced the bill, and we still have no 
opinion from the Department, that the gentleman apparently will 
have ample time to add those few words if he so wishes. 

May I say that the bills I have mentioned do not pay a farmer 
to leave the land idle. In my own area we have many farmers who 
signed up in the soil bank. They say under present farm conditions, 
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with high costs and lower prices, that they are glad to get it. They 
say circumstances require it. Ever y one of them are laughing at Con- 
gress paying them for nothing. 

Mr. ANDERSEN. Let me say you are entirely erroneous when you 
say your bill does not require payment for land taken out of pro- 
duction. 

Mr. Wuitren. No. 

Mr. ANpEeRSEN. After all, stocks owned by Commodity Credit Cor- 
poration are worth just as much as cash out of the Treasury. 

Mr. Wutrren. Will you yield? 

Mr. AnpersEN. What I think, Mr. Chairman, is that you have 
stolen the basic patent of the soil bank as the main corrective agent 
in your bill and Mr. Marshall’s bill. I compliment you for it. 

Mr. Wuirren. It is my belief that, if the principles of our bill were 
accepted by the Congress, instead of leaving more land out that more 
acres would be used. 

Under present conditions you take a man’s acreage and give him 
every incentive to increase his production, so he goes all out for 
fertilizers, hybrid seeds, and everything else to try to get maximum 
volume without regard to anything else. 

If you give that man a certain allotment of bushels, he then will 
spread his rows, he will have his plants further apart, and he will 
produce a good deal of the fertilizer, which after all is the first thing 
Extension Service taught us. He will let the sun get to his plants, 
he will use more acres to produce—and not less—because in using the 
land which he has, and on which he pays taxes, our bill would enable 
him to use that which he has, with which to pay his taxes, and to a 
great degree get rid of cash investment. 

I think our bill works in the opposite direction from what you have 
in mind, but that is a matter of opinion. However, until we get help 
from another committee and by the Department apparently it is an 
academic thing we are discussing. 

Mr. ANDERSEN. On the other hand may I say that the soil bank 
started in this subcommittee as did the watershed protection program. 

This subcommittee has started many worthwhile things for agri- 
culture. 

Mr. Wuirren. The soil bank in my judgment has done a lot of 
good as a relief program during these difficult times. 

As far as doing anything to Teduce production I cannot see it. 

Mr. ANpersEN. That is your opinion. The tables I asked Mr. 
McLain to put in the record will show what the soil bank and the 
acreage reserve have done. 


REDUCED STORAGE RATES IN 1960 


Mr. SAnTANGELO. The gentleman from Washington mentioned the 
$481 million of storage costs to 1959. 

[ have read that estimated storage costs were to be $612 million 
in 1960. 

This week in the newspapers, after the Secretary of Agriculture was 
before us, I read an article which indicated that the storage rate was 
going to drop off by 18 percent in 1960. I don’t know in what particu- 
lar commodities the storage rates would be reduced by 18 percent, 
whether it was wheat, corn, or cotton. 

















The article read that they estimated a saving of about $100 million. 
Can you tell me why it is that there will be sue h a drastic reduction of 
storage rates and in what way will the Government save on this stor- 
age, and how do you arrive at an 18-percent saving? 

i have before me an editorial which talks about the proposal of 
savings in storing our grains, Mr. Chairman, and I would like to put 


this editorial in the record at this point. It is entitled “It’s About 
Time.” 


Mr. Wurrren. That may be inserted at this point. 
(The editorial referred to follows:) 


It’s Asout TIME 


The Agriculture Department has proposed to cut the rates it pays for storing 
our mountainous surplus of grain by about 19 percent. Savings are conserva- 
tively estimated at $100 million a year. 

This has brought bitter complaints from the grain warehouse industry that the 
grain surplus might vanish overnight and leave them stuck with a lot of empty 
and costly storage space. Their concern is understandable, but their argument 
doesn’t make sense. At the rate Congress is going about solving the farm prob- 
lem, their bins will still be chockful in 2000 A.D. 

The surprising thing about the Department’s proposal is that it didn’t come 
earlier. Reports from the field—including some by the Washington Daily News— 
have indicated that grain storage has been a get-rich-quick bonanza for several 
years. But it was not until last January, 7 years after the surplus began piling 
up, that a study was finally completed which gave the Department an idea how 
much its storage rate actually should be. 

Compared with the billions being ladled out every year in the name of the farm 
program, a saving of $100 million isn’t much. But it is a step in the right diree- 
tion. When the inevitable effort is made to persuade the Department’s experts 
to modify the proposed cut, we hope they stick by their guns. 


Mr. SANTANGELO. Also another editorial which reads ‘‘With a 
Dry Eye.” 
(The editorial referred to follows:) 









Wir Aa Dry Eye 
It is hard to shed any tears for the grain warehouse operators’ agonized com- 
plaint about Uncle Sam’s proposal to save $100 miilion yearly on storage of 
Government-owned surplus crops. There has been plenty of evidence that 
providing parking space for these mountains of unwanted grain has been almost 
as profitable a business as finding money. Currently, the yearly bill evceeds $550 
million. Even in leap year, this means better than $1.5 million per day. 

The Department of Agriculture, which is the nominal guardian of this multi- 
billion-dollar monument to the fantastic farm price-support program, has worked 
out a new storage rate schedule about 19 percent below present charges. It says 
that increased operating efficiencies, lower costs for construction of supplemental 
facilities and increased volume of the stuff that is being stored justify the rate 
reductions. Among the least impressive of the warehouse operators’ objections, 
in our opinion, is their evpressed “fear’’ that their “high-risk venture capital” 
might be jeopardived by all this grain just going away. If and when it does, and 
Uncle Sam stops buying more and more of it every year, the taxpayers will save 
enough to set the warehousemen up in another line of work. 


Mr. SanvanGeELo. I would like an explanation from the Department 
as to how they have arrived at the determination that there will be an 
18-percent reduction in storage rates, and after you make that expla- 
nation tell us why could this not have been done sooner? 

Mr. McLain. I would be happy to respond to that. In the first 
place, the editorials to which you refer, and the statements made in a 
press roles: ase which I would like to make a matter of the record if 
I may- 
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Mr. WuittEN. We will be glad to have it. Can you supply us 
with copies? 

Mr. McLarn. I will give you this one right now. 

Mr. Wurtrren. You may insert it in the record. 

(The press release referred to follows:) 


WASHINGTON, March 16, 1960. 
USDA Proposes LowER RatTE SCHEDULE FOR STORING PRICE-SuPPORT GRAIN 


The Commodity Credit Corporation of the U.S. Department of Agriculture 
today announced proposals it is making for downward revision of the rates for 
storage, and for handling truck deliveries, of price-support grain under the 
uniform grain storage agreement. 

Studies looking toward the renegotiation of the rates have been underway for 
more thana year. These studies confirmed the fact that such factors as increased 
efficiencies, construction costs of supplemental facilities, and larger volumes 
justified some reduction of rates. 

First contracts under the uniform grain storage agreement were entered into 
between the Commodity Credit Corporation and commercial warehousemen in 
1940. From that date through 1952, the provisions of the agreement were rene- 
gotiated four times and storage rates were changed five times. Each of these 
changes resulted in increased costs for CCC. A further renegotiation in 1954 
resulted in an increase. The renegotiation in 1956 resulted in a slight reduction 
of the costs to CCC. 

The proposed rates represent an average reduction of 19 percent from the rates 
currently in effect for storage in both country and terminal grain elevators, and 
also an average reduction of about 19 percent in the handling charges (receiving 
and loading out) for grain received by truck—with no change in the handling 
charges for grain received by rail. 

The proposed storage rates average 3.2 percent less and the handling charges 
for truck-received grain average 19 percent less than those which were in effect in 
1952. The proposed handling charges for grain received by rail reflect no change 
from the 1952 levels. 

These new proposals have been submitted to representatives of the commercial 
warehouse industry for their consideration. They were in Washington yesterday 
and today for one of a continuing series of conferences with Department repre- 
sentatives regarding current renegotiation of the storage agreement. 

(The industry representatives at today’s meeting expressed disagreement with 
the proposed rate revisions and prepared a response which is being made available 
to the press.) 

The proposed rates contain no geographic variations and fewer commodity 
variations than are currently in effect. This would simplify the overall rate 
structure and is justified by the studies. 

For oats, no change in handling charges is proposed. The annual storage 
payment would be 10.22 cents per bushel as compared with the current 11.68 cents. 

For flax, no change is proposed in handling, but the present annual storage 
rate of 17.885 cents a bushel would be reduced to 13.505 cents. 

For all other grains, the handling charge for truck deliveries, which now varies 
from 4.5 cents a bushel up to 8 cents a bushel, would become 5 cents per bushel in 
allregions. There would be no change in the present 2!4-cent handling charge for 
these grains when received by rail or water. The storage charge for these grains, 
which currently varies from 15.695 to 17.885 cents a bushel for a year, depending 
on the type of grain and location, would become 13.505 cents a bushel throughout 
the country for all grains other than oats. 

The downward adjustments in storage rates, and in some of the handling 

charges, are believed by Department officials to be equitable and desirable in 
view of changes in the overall storage situation. These include increased effi- 
ciencies in operation and some reduced costs in acquiring supplemental facilities. 
The very large current totals of grain stocks, and the resultant high levels of 
storage occupancy, are major factors in the situation. 
As a result of a comprehensive survey which was carred out by the Department 
last fall, more accurate information also is now available on actual storage costs 
under present conditions. Results of this survey were announced by USDA 
on January 21 (USDA press release 198-60). 

The proposed rates will be discussed further at a meeting, open to all interested 
persons, which has been scheduled for 9 a.m., March 30, at the Continental Hotel 
in Kansas City. At that time the proposals will be explained in detail, and there 
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will be opportunity for presentation and justification of viewpoints regarding the 
proposed rates and other contract provisions. 

For several weeks the warehouse industry and Department of Agriculture 
representatives have also been discussing possible changes in some of the operating 
provisions of the storage agreement. In general, these would clarify storage 
responsibilities and increase the protection for the Commodity Credit Corporation, 
The proposed storage rates were offered today by the Department on the assump- 
tion that warehousemen will agree to these changes in the storage agreement which 
provide additional safeguards to CCC. These proposed changes would be effective 
in mid-1960, as would the proposed rate revisions. 

With CCC surplus holdings of grain now past the 2 billion bushel figure, storage 
costs have become very heavy. The new rates now proposed would represent 
the first material reduction in the rate schedule since the UGSA first went into 
effect in 1940. 

The following schedules, subject to continuing negotiations, show the proposed 
rates, to be effective in mid—1960, and the rates now in effect under the uniform 
grain storage agreement: 


Handling and storage charges under the current uniform grain storage agreement 
{Cents per bushel] 


NEW RATES PROPOSED 


! 
Truck grain | Rail and water grain | Storage 


Commodity Area 


ing out j } ing out 


| | | | 
| | 
Receiv-| Load | Total |Receiv-| Load | Total | Daily | Annual 
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Mr. McLain. Mr. Santangelo raises a good question. I would 
like to clear up the record. 

For the past 6 months, since the last crop was harvested, for the 
first time in the 7 vears that this administration has been in here, and 
for a few vears prior to that time, we are sitting on the other side of 
the table. In other words, we have adequate storage to take care of 
the needs of the programs on the statute books. This is the first time 
that has happened. 

When you have a statute which says you have to put supports 
under all these commodities without a place to put the commodity, 
with the danger of putting them on the ground, and with the ware- 
housemen saying they will not build facilities unless they can be 
sure they will get paid—this led to the Burrus transaction where we 
put 40 million bushels of wheat on the ground. It led to the pulling 
out from the fleet of a lot of Liberty ships and got us into a business 
we never ought to have been in. 

After we had done that, then Congress passed a quick tax writeoff 
and we were urged by many Congressmen to guarantee some sort of 
occupancy, which we did for about a 5- vear pe riod. 
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That time is past. Storage facilities are here. We think they are 
adequate and that supply “and demand works in the agric ultural 
business as it does elsewhere. 

To get back to why this was a cut of 18 percent. It was not 18 
but 19 percent. We made the most thorough study that ever has 
been made in the history of the Department ‘of Agriculture, starting 
about a year ago now, to find out the cost of storing grain under the 
current techniques and knowledge that we have in the warehousing 
industry. 

After that was completed we had a thorough analysis made of that 
study. We knew what the costs were. We then added to those 
costs What we thought ought to be added for a reasonable profit on 
the average with occupancy about where it is today, and these are the 
figures that were presented to the negotiating committee last week. 

Quite naturally they are not very happy about it. Some farmers 
will not be happy because this means that farmers’ storage rates will 
come down in equal amounts, but we think we are justified in offering 
this kind of a rate because we are on the other side of the table now 
and we hope we have the support of this committee in carrying out 
this reduction. 

If this had been undertaken a vear or two ago, in my judgment we 
could well have been in a serious situation as far as storing commodities 
which under the statute we have to take care of. 

Further, you will hear criticism from the warehousing industry 
that this has been unfair. ‘They will be given a chance to be heard in 
addition to the negotiating committee. 

We are setting up what we call a town hall meeting in Kansas City, 
which will be on March 30, and it will probably be 1 2-day meeting 
where anyone who wants to complain about what we have propose d 
will have the full right to do it with adequate presentation. 

After we receive those complaints, and I am sure we will have many, 
the CCC Board will make its final decision on these rates. 

That is the best explanation I can give and I will answer any other 
questions. 

Mr. SANTANGELO. These rates apply to the grains and not cotton? 

Mr. McLain. That is right, just grains. 


RECIPIENTS OF LARGE STORAGE PAYMENTS AND RATES 


Mr. SANTANGELO. Could you supply for the record the warehouse- 
men who have the greatest amount of storage and the amount each of 
these warehousemen received? 

Mr. McLain. We furnished this to other committees. 

Mr. SANTANGELO. I would like the names of the 100 largest ware- 
housemen in wheat, corn, and cotton. 

Mr. Beacu. The information is not immediately available quite 
that way. We have a list of the houses receiving payments , for 
storage in excess of $500,000. 

Mr. SANTANGELO. Do you have the amount each one has received? 

Mr. Bracnu. Yes, sir. 

Mr. SANTANGELO. And the rate? 

Mr. Beacu. The rate is uniform except for insurance in the case of 
cotton and for area in the case of grains. We will have the amount 
received from CCC for the calendar year 1959. 

Mr. SanranGELO. I would like the amount and the rate. 
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(The information requested follows:) 























te 
Recipients of storage payments in excess of $500,000 made in the calendar year 1959 | — 
to companies operating under uniform grain storage agreements 
Firm Amount Location of horne office Mont: 
a es I a il male a cea ee a Pattel 
Salyel 
er IO ee on ie: $23, 470,634 | Fort Worth, Tex., Atchison, Kans., Salina, Apex 
Kans., Topeka, Kans., Wichita, Kans, South 
Lincoln, Nebr. 
a a | 12,103,615 | Minneapolis, Minn., San Francisco, Calif. 
Continental Grain Co..................... 6, 835,190 | Fort Worth, Tex., Kansas City, Mo., Minne. 
apolis, Minn,, Chicago, I)., Omaha, Nebr, a, 
Union Equity Cooperative Exchange-.-.--- 6,717,599 | Enid, Okla. 1 In 
Archer-Daniels-Midland Co_____....-.-..- 6,076,898 | Minneapolis, Minn., Kansas City, Mo. Petro 
Harvest Queen Mill & Elevator Co__-....- | 5,884,495 | Plainview, Tex. ?In 
Farmers Union Grain Terminal Associa- 4,781,426 | St. Paul, Minn. 3 In 
tion. Elev: 
Farmers Cooperative Commission Co___.- 4, 102,697 | Hutchinson, Kans., Wichita, Kans. ‘Tr 
Good Pasture Grain & Milling Co-.-- me 3, 824, 297 | Brownfield, Tex. of Bu 
Morrison Quirk Grain Co_....._.- ee eeee 2,929, 588 | Hastings, Nebr. Sir 
pede Mermem E ee as. 2, 889, 238 | Chicago, Ill., Kansas City, Mo., Duluth, Minn, oF 
fi SO Oe eee | 2,806,431 | Minneapolis, Minn., Omaha, Nebr. th 
I CN | 2, 787,837 | Fort Worth, Tex., Kansas City, Mo. 
RE BEER, GONGes seco nance saceaees: | 2, 776, 898 | Chicago, Ill., Enid, Okla., Minneapolis, Minn, os 
Wichita, Kans. Fir 
Preameers Uren ort) on oe ccc cnc ccnenncon 2 ,401 | Amarillo, Tex., Grant, Nebr. 
ee ee See 2,569,705 | Wichita, Kans., Newton, Kans., Wellington, 
Kans. ene 
Dannen Mills, Inc_....--..-- os erties 2, 477, 522 | St. Joseph, Mo. 
es COT Boke inn cea iniestghen atari . 2,318,773 | Kansas City, Mo., Minneapolis, Minn, 
| | Hutchinson, Kans, - 
Sam P. Wallingford Corp... .-.-------- - 2, 292,231 | Wichita, Kans Fed 
Te PUsOUlY 650; ING. n nconcccasetwneneid 2, 285, 802 | Minneapolis, Minn. ee 
eee Bee 18. . 5 ccacucckcccuwesumne iol 2,214,819 | Kansas City, Mo., Buffalo, N. Y., Minneapolis, Pan 
| Minn., Keyes, Okla. Cal 
Lawrence Warehouse Co........-...-.-.-- 2, 211, 720 | Chicago, I!l., San Francisco, Calif. Uni 
Kimbell Milling Co_. ett ee 2 181,374 | Fort Worth, Tex. We: 
IG I on  eneee | 2, 126,983 | Kansas City, Mo., Sioux City, Iowa. Tra 
Farmers Union Jobbing Association. ..---- | 1, 843, 314 | Kansas City, Mo, Far 
Diareiers Wares O06 ee ni ceccmeue 1,821,811 | Salina, Kans. Uni 
at Sere) 2 anc ceaimannuee 1, 639, 3: Portland, Oreg. Gul 
Oke We ¢ ee ere 1, Dallas, Tex. Ext 
Gonident Bievator Oo... ccns<ensk~c<ccnnncs i. | Minneapolis, Minn. Nos 
International Milling Co. .........-..-.-.-- 1,2 Kansas City, Mo., Minneapolis, Minn, Cer 
Nebraska-Kansas-Colorado Grain Co-...--- | 1, Salina, Kans. Gu 
Westcentral Cooperative Grain Co. .------ 1, é Omaha, Nebr. Tey 
Farmers Grain Dealers Association of Iowa-} 1, | Des Moines, Iowa. Me 
SEO AOTOOE (IG Fak cc cccnsncivccnneds 1 | Fort Worth, Tex., Petersburg, Tex. 7 i 
Colorado Milling & Elevator Co-_-_....---- . | Denver, Colo Wi 
Osborne MeMillan Elevator Co_-.-.------- 1, | Minneapolis, Minn. Ari 
Simonds-Shields-Theis Grain Co-_--------- ¥ |} Kansas City, Mo. Un 
Central Soya Co., Inc..........-- akeoee 1,15 Chicago, Il. Mi 
Vandusen Harrington. ..........-.--- 3 1, 142,172 | Minneapolis, Minn. We 
Seaboard Allied Milling Co.® on 1, 139,311 | Kansas City, Mo. Pl 
Stockton Elevators a 1, 120, 336 | Stockton, Calif. E] 
Uhliman Elevator Co.7 5 1,110,445 | Fort Worth, Tex. Ww 
Wagner Mills, Inc. : = 1,096, 913 | Schuyler, Nebr. Ay 
Pfeffer & Son Warehouse-_-_....-..-------- 1,069,791 | Houston, Tex. ‘Ar 
Equity Union Grain Co._- i 1,050,622 | Lincoln, Nebr. ; Gt 
Louis Dreyfus Corp-- ss é 873,042 | New York, N.Y., Minneapolis, Minn., Chi- So 
| cago, Ill. Vi 
Johnston Terminal Elevator__._.-- at 824,820 | Enid, Okla. M 
Crawford Austin Co__..---- icin eric ed 816,012 | Waco, Tex. W 
United Elevators___- os Satake a aeun 776,675 | Plainview, Tex. As 
North Pacific Grain Growers, Inc Sadat 745, 064 | Portland, Oreg. Pr 
Early & Daniel Co Sn se peabiobeek ao 741,074 | Cincinnati, Ohio. F 
Salina Terminal Elevator e seat 36,693 | Kansas City, Mo. Ce 
Sherley Grain Co__- io Bale atcha |} Bovina, Tex. Lé 
The Quaker Oats Co___---- Swenseseiel | Fort Dodge, Iowa. Pr 
United Industries Co., Inc_._-...------ ----| Houston, Tex. C) 
Lindsay Bonded Warehouse Co-_------- Ba | Bernice, La. N 
Pitman Grain Co___- i ae : | 657, 363 | Hereford, Tex. T 
Friona Wheat Growers_-__-.---------- ; 641,939 | Friona, Tex. 0: 
Odessa Union Wholesale Corp--_- | 642, 522 | Odessa, Wash. Se 
Sherley Anderson Grain Co | 634, 601 | Bovina, Tex. Vv 
Flour Mills of America----- 615, 603 | Kansas City Mo. K 
Plainsman Elevator, Inc_- | 601, 987 | Plainview, Tex. V 
Interstate Grain Corp 5 596, 982 | Fort Worth, Tex. v 
Bolin Warehouse | 992, 225 | Wichita Falls, Tex. N 
Coflield Warehouse Co-_-__.-- = 592,112 | Houston, Tex. Cc 
8S. E. Cone Grain & Seed Co 579, 067 | Lubbock, Tex, N 
Attebury Elevator, Inc_-. 578, 334 | Amarillo, Tex. 8 
Dimmitt Wheat Growers, Inc._. 569, 329 | Dimmitt, Tex. R 
ee DRI GOs | ccicana canbe umcunbwes 562,482 | Wichita, Kans, F 
See footnotes at end of table, p. 663. d 
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Recipients of storage payments in excess of $500,000 made in the calendar year 1959 
to companies operating under untform grain slorage agreements—Continued 


—— 








Firm | Amount | Location or home office 
Montana Milling Oo. ....icsnusneasansdaes | $535, 881 | Great Falls, Mont. 
Patterson Grain Co _. aad Biliddas 513, 751 | Lockney, Tex. 
Salyer Grain & Milling Co Auth: 510,655 | Corcoran, Calif. 
Apex Terminal Warehouse, Inc 508, 821 | Tolono, Ill. 
South Dakota Wheat Growers Association 500, 582 | Aberdeen, S. Dak. 
Mig Sos sa ee dboeeeded | 158, 149,077 
| | 


1 Includes $4,572,378 paid to the Amortibanc Investment Co., Salina, Kans., and $2,396,675 paid to 
Petroleum, Inc., Lincoln, Nebr. 

2? Includes $239,961 paid to Cargill of California, San Francisco, Calif. 

Includes amounts paid to the former Hunter Milling Co., Wellington, Kans.; Wichita Terminal 
Elevator, Wichita, Kans.; and American Flours, Inc., Newton, Kans. 

4 Includes $1,024,913 paid to the former Gano Grain Co., Hutchinson, Kans., now the Gano Grain Division 
of Bunge Corp 

5Includes $227,901 paid to Heard Elevator, Petersburg, Tex. 

6 Formerly the Rodney Milling Co. 

TIncludes $48,867 paid to Uhlmann Grain Co., Gilman, Il. 


Firms paid storage and related charges on cotton, 1n excess of $100,000 during the 
calendar year 1959 












| 
Firm | Location Payments 
Compress & Warehouse Co | Memphis, Tenn-- 97, 327 
iers Cooperative Compress | Lubbock, Tex... 769 
Panhandle Compress & Warehouse Co-- | do 
Ua t Compre s & Warehouse | Bakersfield, Calif 
Union Compress & Warehouse Co. | Lubbock, Tex 
West Texas Compress & Warehouse Co do 
I s Compress Co Fort Worth, Tex 
rs & Merchants Compress & Warehouse Co-..-. | Dallas, Tex 
Union Compress & Warehouse Co Memphis, Tenn-..-- 
Gulf Compress Corpus Christi, Tex 


Exporters & Traders Compress & Warehouse Co 
North American Compress & Warehouse Co., Ine 
Central Compress & Warehouse Co 

Gulf Atlantic Warehouse Co 


W aco, Tex 

Dallas, Tex 

Sudan, Tex. ° 
Hlouston, Tea 














lexas Compress & Warehouse Co Lubbock, Tex 
Mer iis Compress Co | Memphis, Tenn 
ity Compress & Warehouse Co = Lubbock, Tex 
Western Compress Co Los Angeles, Calif 
\ i Compress Co of Texa Corpus Christi, ‘Tex 
United Compress & Warehouse Co | Lubbock, Tex 
Memphis Compress & Storage Co Memphis, Tenn 
We n Compress & Storage Co | Abilene, Tex 
Plainview Cooperative Compress, Ine | Plainview, Tex 
El Paso \ illey Warehouse Co. | Fabens, Tex 
Western Warehouse Co Lubbock, Tex 
Arizona Compress & Warehouse Co Phoenix, Ariz 
I in Compress Warehouse | Shreveport, La 
Trust Estate | Abilene, Tex 
5 ern Compress & Warehouse Co Des Arc, Ark 
Valee Compress & Warehouse Co ; | Raymondville, Tex ‘ 
Manchester Terminal Corp-- Houston, Tex , 278 
Westcot, Inc | Pinedale, Calif. , 100 
Agricultural Enterprises | Dallas, Tex , 084 
Prodeco Warehouse Co | Fresno, Calif a , 670 
KF irmers Compress Co., In« : Las Cruces, N. Mex 26, 807 
Central Texas Compress Co | Waco, Tex 5, 042 
ay ve and Cotton Storage Co.. : , | Levelland, Tex-_.-. , S00 
Pr ‘rs Warehouse ..| Memphis, Tenn , 177 
Cre cent Warehouse Co | Wilmington, Calif ‘i , 440 
North Carolina Cotton Growers Cooperative Association_-_--- Raleigh, N ers , 129 
lhe Cotton Warehouse, Inc. a _.| Lovington, N. Mex... 5, 770 
Cameron C ompress Co . Je Waco, Tex. 953 
Service Compress & Warehouse Co- aa ; eee 9, 424 
Valley Compress & Warehouse Co-----.- ...-|, Harlingen, Tex....--- . 548 
Kenedy Compress Co. eH Na acces} enear, T8x.. 377 
Vernon C ompress Co., 100.552 on ataiaintnas men | Vernon, Tex..-.. , 929 
Weslaco Compress Co- eee Se a 3, 234 
North Plains Storage Co... scihec:dgicczaciahaina acidheolab sah] a aciied adh 818 
Corsicana Compress W arehouse = = et I aa onauel 164, 822 
Moody C ompress & TRIOS GOs 5s cana c nuke venaens | Galveston, Tex-...- 153, 716 
Southern Compress & Warehouse Co- piaekes ...--| Houston, Tex. -...- ‘ 151, 535 
Bayside Warehouse Co., Inc..-.-. : | Galveston, Tex... ; 149, 772 





Pecos V alley Compress 6.22). ta noes CES EE: ne Roswell, N. Mex....-.--- , 148, 32! 
Arbyrd Compress Warehouse. .......--.-.---- TS Sanu RS POs oas icekenaness 139, 004 
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calendar year 1959 


Firm 


Stockton Port District 
Ship Channel Compress Warehouse ‘5 

San Joaquin Compress & Warehouse Co-- ; 
Dunklin County Compress & Warehouse Co--_- 
Georgia Carolina Warehouse_.- wae Sei ia 
National Compress & Ware house Co-- 
Ballinger C ompress Co 

North Delta Compress + Warehouse _ 
Southern Warehouse C¢ 
Jay Storage Co.____- Den Sih A 
Western Cotton Oil Co., division of Anderson, Clayton & Co., 

Inc. 

Port City Compress & Warehouse Co 
Ennis Compress & Warehouse Co- 
Artesia Compress Warehouse_- 
Sikeston Compress & Warchouse Co 
Harlingen Compress Co-.- 

Taylor Compress Co-_.-- 
California Compress Co. , Inc.- 
Blytheville Compress W ‘arehouse 
Plains Compress & Warehouse Co 


PU pe gs ae eases aenubae 


Annual storage rates paid per unit in commercial storage 


By commodity Quantity unit 1959 





Barley__- Bushel $0. 1939 || Rye 
CONN ne dees do_. - - 1889 Soybeans 
Flaxseed do... Wheat 
Grain sorghum Hundredweight_ 3839 || Cotton 
ig cthekiidticcaicinemon EE oie acs. . 1455 


1 The amounts shown represent 1 incharge, 
contract rates which may vary 


according to locality. 
2 After July 31, 


insured storage rates. 


By commodity 





Location 


Stockton, Calif_. 
Houston, Tex.__....._- 
Bakersfield, Calif... 
Kennett, Mo. 
Augusta, Ga_- 
Waco, Tex__- 
Ballinger, Tex.....- 
Clarksdale, Miss 
Des Are, Ark 
Hamlin, Tex 
Abilene, Tex 


Houston, Tex. _- 
Waco, Tex : 
Artesia, N. Mex..-.. 
Sikeston, Mo 
Harlingen, Tex 
Taylor, Tex- 
Fresno, Calif. ; 
Blytheville, Ark. __- 
Lubbock, Tex. 


Quantity 


Bushel 
do. 
do... 

Bale 


Firms paid storage and related charges on cotton, in excess of $100,000 during the 
Continued 


Payments 


| $137, 210 
137, 120 
136, 974 
: 136, 228 
135, 444 
134, 802 
133, 71 

133, 679 

130, 870 

126, 740 

119, 213 


117, 797 
116, 093 
107, 679 
105, 25 
102, 997 
; 102, 533 
102, 474 
102, 400 
‘e 100, 144 


"33, 178, 887 


for calendar year 1959! 


unit 1959 


2150 

| . 2150 

ost 2150 
2 4.55 


1 outcharge and storage for 12 months; and are averages of 


1959, average is about $5 per bale because 1959 crop choice A cotton has been stored at 
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ESTIMATE OF STORAGE COSTS 1960 AND 1961 


Mr. SantancEeLo. What do you estimate total storage cost will be 
in 1960 in view of the fact you indicate there will be a 19 percent 
reduction in rates? 

Mr. Bracu. We did not change the estimate because a change in 
rates will not be effective until July 1 of 1960; $612 million is the 
estimate for the fiscal year 1960. It would change the 1961 estimate. 

Mr. SANTANGELO. I read there was an estimate of $700 million for 
the fiscal year 1961, so will you give us what your estimates will be 
in 1961 fiscal year? 

Mr. Buacnu. Yes, sir; we can give you an estimate for 1961 based 
on the rates proposed. 

(The information requested follows:) 

EFFECT OF PROPOSED CHANGES IN UGSA RATES 

The estimated cost for storage and handling of all agricultural commodities 
in the price support inventory for the fiscal year 1961 is $711,400,000, calculated 
on the basis of the per unit rates prevailing in 1959. 

Assuming that the proposed lower rate schedule for the uniform grain storage 
agreement as announced in a release dated March 16, 1960, was in effect during 
the fiscal year 1961 this estimate would be about $612,900,000; a decrease of 
$98,500,000. It should be noted however that in estimating this decrease, the 
proposed rates have been treated as though they applied to the total affected 
commodities in commercial warehouses, whereas the announcement pertains to 


rates for commingled storage only, and does not indicate any proposal for rates 
on identity-preserved storage. 


Mr. McLarn. This is the proposition that we made to the ware- 
housing industry, the committee made up of 15 or 16 men, and it is 
at the point that we think is fair; as I indicated they will be given all 
the chance they want to complain about it. 

Mr. AnprrsEeN. Do you think the proposal you advanced 
absolutely fair to the small country elevator? Are they taken care 
of, especially with reference to the loading in and loading out charge? 
In my area, especially, many of the country elevators have not done 
too well at the old rates. 

Mr. McLain. In the eyes of the people affected it will be unfair 
to many of them. We do not guarantee to use any of this storage. 
This is the part many people do not understand. 

We do not guarantee to use this storage. If we decide we do not 
need it we do not use it, and we have no obligation. 

Some of these people ‘who will be half full with grain with these 
reduced rates will have some difficulty. 

Mr. Wuirren. Neither does he promise to keep his warehouse 
empty in case you need it. Is that right? 

Mr. McLain. That is right. 

Mr. Wuirren. It is a mutual thing? 

Mr. McLain. That is right. 

Mr. AnpeRSEN. I was referring to the loading in and loading out 
charges specifically. They are lower according to your proposal? 

Mr. McLain. That is right. 

Mr. ANDERSEN. That affects everyone of the approximately 300 
little country elevators in my district. 

Mr. McLarn. It affects everybody that is in the business of handling 
truck grain. ° 
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Mr. ANDERSEN. I am not talking about the big terminals. They 
can speak for themselves. I think of the small people who need some- 
one to speak up for them. 

Mr. McLarty. We will be very surprised if there is not a lot of com- 
motion raised among a lot of people on the Hill, and it is certainly 
their right to do this, but we think it is fair. We have a basis for 
doing it and we hope we have the support of the committees to do it. 

Mr. Paumsy. The offer we make reflects no reduction so far as corn 
receipts are concerned, which is the big item in your district. 

Mr. Horan. It is my understanding that the old-line, long-time 
experienced storage people have their facilities in use only 50 percent 
of the time or less. 

Can you supply for the record a list of those who have had storage 
around the year, where they are located, and who they are? 

Mr. McLarty. No; this varies, Mr. Horan. Whenever there is a 
demand to take grain out or put it in, it will vary. I think this would 
be almost impossible to furnish without a lot of work. We could do 
it only with the commodities that we own. 

Of course, you all understand that the elevators use their facilities 
for their own grain business in addition to when we use them. 

Mr. Wuirten. First I want to say that I do agree that the Depart- 
ment would have had a real problem if it had had no place to store 
commodities. We have seen that in the past, we have seen it in 
political campaigns. I think that is true. 


POLICY ON UTILIZATION OF GOVERNMENT AND COMMERCIAL WAREHOUSE 
FACILITIES 


For the record I will quote the following provision from the Com- 
modity Credit Corporation Charter Act: 

And, provided further, That nothing contained in this subsection (h) shall limit 
the duty of the Corporation, to the maximum extent practicable consistent with 
the fulfillment of the Corporation’s purposes and the effective and efficient 
conduct of its business, to utilize the usual and customary channels, facilities and 
arran ‘ements of trade a’ d commerce in the warehousing of commodities. 

I have served on this committee for many years. In times past 
we have had some of your predecessors who felt that in proper cases 
they should build Government warehousing. They first went to 
commerci»l warehousing and the rates were so high that they came 
to our subcommittee for funds to put up Government warehousing. 

At that time this committee insisted that they were carrying that 
too far. We felt they should go back to the commercial warehous- 
men and offer them a fair price. Then if they refused the Depart- 
ment should tell them they would be forced to build their own. 

Under your administration, and I am not trying to put you on the 
spot, you have felt that in the interpretation of that particular section 
you were supposed to leave Government warehousing vacant and fill 
commercial warehouses. 

I do not subscribe to that in the least. I think the first duty of 
the directors of any corporation is to protect its assets. In protecting 
your assets you are protecting the taxpayers. I do not believe any- 
body running any business could claim they were running it efficiently 
if they left ‘the corporation’s own facilities vacant while they paid 
somebody else for storage. 
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I don’t know what action this committee might wish to take, but 
it is my own belief that Government facilities should be used where 
available in the area needed and in the line of movement, and where 
money can be saved thereby. 

I would like to have vou provide language for our consideration 
which would require you to use Government storage where available 
in the area and where there can be savings made to the Corporation, 
and thereby to the Government, and thereby to the taxpayer. That 
is only for the consideration of the committee. 

We do not want to do damage in any action we may take. | 
merely raise the question. We have not discussed it, but we would 
like to take some sound action. If we take action we would like to 
have the language in such a way that vou can live with it. 

| do not want to make anything so tight as to cause losses and 
cause inefficiency. It is my understanding that, in the corn- and 
wheat-producing areas, and also in the cotton-producing areas, you 
need farm storage and other local warehousing to handle crops as 
they are produced, and you need to move out of those producing 
areas in advance of the next year’s crop moving in. 

I personally have not felt that the payments for warehousing in 
those areas was out of line where it was farmer owned, in view of the 
fact the farmer has taken his loss in the way of price supports. _How- 
ever, it may be that you have to deal with this thing across the board. 

After production moves out of an immediste area, then it is up to 
the Commodity Credit Corporation, or the Commodity Stabilization 
Service, to determine the warehouse to which these commodities may 
flow. If we in the Congress gradually draw down total production, 
there will be competition for this movement presumably. — It will lend 
itself to many temptations similar to that you mentioned with regard 
to Mr. Corey. 

It will mean that a man who might be in a position of some authority 
in your corporation could favor his friends and really punish the folks 
who were not so friendly, or favor those from whom he got financial 
benefit. That comes about because you do not use competitive bids, 
but instead have a flat storage charge. And somebody in your organ- 
ization can say who is to be favored, and that temptation will get 
greater as the total supplies stored come down. 

I am on the National Defense Appropriations Subcommittee. We 
all recognize in that area that to protect the Government you should 
have competitive bids. It is essential there to have in your contract 
the right to renegotiate. 


COMPETITIVE BID BASIS FOR COMMERCIAL STORAGE 


In the hearings as they now stand, we have learned that in some 
instances you have paid rates under the uniform storage rates where 
the warehouse has collected enough money in storage to liquidate 
construction costs in 15 months, some in 18 months. I would feel it 
is essential that in any contract you have you reserve the right to 
renegotiate in order to protect yourselves from paying exorbitant 
profits. 

Therefore, I would like to have vou supply to the committee what 
you could do, first, to reserve to the Government the right to renegoti- 
ate; second, to reserve your right to have competitive bids where there 
were competing warehouses desiring business in a given locality. 
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Again I am not saying what the subcommittee will do. I do not 
know. 

However, we would like to have language which would eall for 
competitive bids in any area where there is more warehousing than 
apparently the Government needs, so that the warehouses themselves 
would have an opportunity to protect themselves against Corey or 
some Other individual who would show favoritism. The best man 
you have could show that favoritism if he saw fit to. 

Presumably he would do his best, but I learned long ago it is better 
to prevent temptation if you can. 

Can you supply us with that? 

Mr. McLarn. We would be glad to. 

I would make this suggestion to you and all members: If you were 
thinking of putting this kind of language into the appropriation act, 
in fairness to the vast warehousing industry in this country they 
should be given a chance to be heard on this kind of mandate in any 
legislation. 

Mr. Wuirren. I do not mean to preclude them but I can anticipate 
inadvance that anybody making this money from this farm program 
will be very hesitant to give it up. 

Mr. Horan is right. If we do not pull down the cost to the Govern- 
ment of storage, handling, transportation, rebates and discounts, the 
farmer will lose the entire farm program. 

I am reminded of the old story where they settled with the tenant 
farmer and they asked him how he made out. He said, ““Deducts got 
it all.’’ 

From this record it is obvious that everybody is prospering from 
the farm program but the farmer. Figures here show that his costs 
are going up, prices are going down, and his net income is going down. 

It is not a case of not giving the warehousemen all they want. I 
would like to give the shippers all they want and everybody else. 
But wishing them well and handling Government’s business that way 
are two different things. 

As to the reduction announced in the paper, it was announced after 
the committee had its hearings and had developed proof of how far 
storage payments have gone. 

We did not release our hearings and we did not run to the press. 
But this story is one which in my opinion justifies you in taking the 
action which apparently you will take. 

I have friends in the warehousing business, and those making money 
out of the farm programs are about to lose the program for the farmer 
and about to carry the taxpayer with him. 

Mr. McLain. All I plead for if you are considering this seriously at 
all, and I speak from the heart on this, is this: If this kind of demand 
should get through Congress where all warehousing would have to be 
contracted on a negotiated basis, this would completely, i in my judg- 
ment, demoralize our operation and could well cause a walkout which 
would leave us in a position with something that this Government 
never has faced before. 

If this is what you are thinking of doing, I think in fairness to the 
warehousing industry, and they are responsible people, believe me, 
the big part of them. You should call them in and indicate to them 
what you are thinking of doing. 

Mr. Horan. If you would yield there I would like to say that all 
last week I was in close contact with two very responsible longtime 
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established warehousemen who are not themselves getting rich out of 
this. Most of the storage out my way is cooperative. 

Mr. McLain. That is right. 

Mr. Horan. There is one danger in competitive bid storage, and 
that is that some fly-by-nighter may get himself an old hangar some- 
place and get into the bidding. 

Mr. Wuirren. I very carefully asked you to give us the appropri- 
ate language. We can resort to this in those areas where there were 
vacant warehouses and where there was competition, in order to pre- 
vent favoritism that might be shown under the present system. 

Further, this so-called uniform warehousing agreement, in the final 
analysis, is a contract. Anybody who enters into a contract, and the 
Government is a party to it, has within his control the terms of the 
contract to which he has agreed. That, in turn, leaves it to where 
you could require certain plans and specifications far beyond what you 
demand now. 

Even though it is a competitive bid, the Government would be in 
a position to require the type of warehousing, type of storage, type of 
drying, type of everything. 

While these things would have to be guarded against, it is clearly 
within the control of the Government to determine the terms and con- 
ditions on which the invitation to bid would be offered. The Goyv- 
ernment in turn would be permitted to set up the terms that you 
offered. You would be permitted to put into vour contract before 
you signed it various other things that would protect us. 

I repeat that, under the present procedure, if we succeed in any Way 
in pulling down commodities available for storage, and if there is 
twice as much storage space as grain requiring storage, another Corey 
could give his friends all the business while others would have none 
under the uniform storage agreement business. Again we are just 
asking you to send it to us for our consideration. 

Mr. McLain. We will be glad to furnish it, but I want the record 
to show the reaction that we have to this approach, Mr. Whitten. 
If something should happen, we want the responsibility where it 
should be. 

Mr. Wuirren. I think for the record, Mr. Secretary, that you 
know I would not be a novice in receiving complaints against trying 
to cut down the amount of money the Government pays to anybody. 
I suspect I have had as much of that kind of pressure as anybody. It 
does not in the least prevent me from doing what should be done. 

Mr. McLain. It is not the rate but the principle of what you are 
dealing with. You are dealing with 11,000 warehousemen when you 
start a bid proposition. In my judgment, vou go this way—you can- 
not sort out one group of warehousemen from another because the 
General Accounting Office will be on your neck if you do this. If 
you are going to have a uniform rate with one group and a negotl- 
ated rate with another group, I do not know how you will live with 
this with anybody. 

You have the problem of not knowing how long you will have the 
grain in one place when you accept the bid. Then everybody 18 
running along behind after you have done it to see whether you have 
left it there, and you will be forced to leave it there to make the 
initial decision proper. 
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When you deal with 11,000 warehousemen, I just plead with you 
that this is an impossible situation to put administrators in. 

It was decided this way by the previous administration. It always 
has been handled under a uniform contract, and you ought to think 
carefully before you make any request that we do it differently. I 
am as honest as I can be with you and I want you to understand the 
problem. 

Mr. WuitteN. I appreciate your points. We appreciate any com- 
ments you may have. 

I would say that this subcommittee does not take many actions 
where we do not attempt to see all sides of it. 

If we had a desire merely to write it, we would not ask for your 
counsel and your desires. 

Mr. pee I appreciate that. 

Mr. Wuirren. Again I say I do not know what we will do. How- 
ever, the statements and the he: arings here, and our own investigation 
of storage practices, are such that action will have to be taken. That 
is my opinion. 

What action Ido not know. We want to be fair to all concerned. 

Mr. Marshall, do you have any questions? 


CONDITIONING OF GRAIN BY WAREHOUSEMEN 


Mr. Marswautu. Yes; Mr. Chairman. The first question I have 
on the record, some little time ago the committee called your attention 
to this language in the uniform grain storage agreement 
shall condition anv such grain which is out of condition or in danger of becom 


ng so to the extent he is equipped to do so. 


That language we noted was in the uniform grain storage agreement 
and we questioned you about the part of the statement, ‘“‘he is equipped 
to do so.” 

In making arrangements in this new proposal you have made, 
have you paid any attention to that language? 

Mr. McLarty. I will let Mr. Palmby answer that. He has been 
handling changes in the contract, Mr. Marshall. 

Mr. Patmsy. Yes; in the language that we are taking with us to 
Kansas City, and understand this is after several months of negotiat- 
ing with the committee from that industry, that language is deleted 
so that it just simply reads that it shall be the responsibility of the 
warehousemen to condition the grain, period. 

Mr. MarsHatyi. Thank you, Mr. Palmby. That answered my 
question. 

Mr. Santangelo? 


INDUSTRIAL ALCOHOL FROM CCC-STORED CORN 


Mr. SANTANGELO. I notice that the Department has issued several 
releases, one dated February 25, 1960, and the second dated March 3, 
1960, in which vou state that there is going to be a new program that 
will make CCC surplus corn available for industrial alcohol use. 

You state that: 

This is an experimental program. In addition to moving additional surplus 
stocks, chief objectives of the new program will be to obtain actual conversion cost 
data on processing necessary to produce the listed industrial solvents, and to 
explore the economic impact on the markets affected. 
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It is planned that the Department, through CCC, will make available for sale 
through competitive offers approximately 30 million bushels of No. 3 grade or 
better corn for conversion by fermentation to acetone-butanol-ethanol and by- 
products, and for conversion by fermentation into ethanol and byproducts. The 
Department is interested in both processes but the quantity of corn allocated to 
each of these processes, of course, will be dependent upon offers received. 

The Department, in making this corn available, is acting (1) to dispose of cer- 
tain surplus stocks owned by CCC for processing into products which constitute 
other than primary uses for corn and which will not have an undue disruptive effect 
on any CCC price-support program; (2) to obtain actual! conversion cost data 
on the process necessary to produce the product, data on the return obtainable for 
this product and from these to determine the return obtainable under commercial 
conditions for the corn; and (3) to explore the economic impact of the utilization 
of corn in the product. 


Insofar as your first purpose is concerned in disposing of corn, I can 
understand the incentive to dispose of some corn, but with respect to 
your second and third purposes, in looking at the purposes, I began to 
wonder whether the Department of Agriculture was taking the role of 
Andrew Volstead or the Anti-Saloon Le: ague or the Temperance League 
in trying to eliminate the alcoholic uses. I suppose maybe that was 
not your purpose, but in view of those purposes, I began to wonder, 
One of the representatives of an industrial alcohol organization sent me 
a letter in which he recognized the validity of your first purpose in 
selling corn, but said that with respect to your second and third pur- 
poses, that was merely a repetition of what is already known by the 
commercial and private companies involved in the alcohol and indus- 
trial alcohol business. He said they have more than sufficient infor- 
mation to give you, which would give you the information that you 
needed for these purposes; thirdly, ‘that any particular announcement 
on your part to the effect that you were going into this field would 
disrupt the whole industry. 

In your previous testimony you have been very much concerned 
about the impact of whatever action we may take upon the warehouse 
industry because you felt we should not do anything prematurely to 
destroy any segment of our economy. 

Knowing how much we receive in tax revenues, I felt that a study 
such as this might possible destroy this industry, which is giving the 
Government so much money in revenue. 

I wanted to read in the record the letter which they sent to me and 
the supporting information which they provided to me in regard to 
this particular problem. If they are correct in their fears, I think that 
the Department of Agriculture should reconsider the study that it 
intends to make. I think the little good that may be received insofar 
as the use of the surplus corn is more than offset and destroyed by the 
harmful effects and the impact that may be made upon this industry. 

What I would like to do, Mr. McLain, is to put in the record the 
letter to me from this organization, together with their supporting 
ee and I would ask you to comment upon what they say and what 

‘action you get to the fears that they have expressed in their letters. 

(The information referred to follows:) 

DistitLeEp Spirits Instirute, INc., 
Washington, D.C., March 15, 1960. 
Hon. ALFRED E. SANTANGELO, 
Member of Congress, 
House Office Building, Washington, D.C. 

My Dear Mr. SAnTANGELO: We have been informed of your interest in the 

proposed plan of the Department of Agriculture which would make 30 million 
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bushels of corn available on an experimental basis for manufacturing industrial 
alcohol and related products. 

The Department, in announcing the proposed program, claims they are doing 
it for three principal reasons: (1) to dispose of surplus stocks owned by the 
Commodity Eredit Corporation, (2) to obtain actual conversion cost data on the 
process necessary to produce the product, and (3) to explore the economic 
impact on other industries. 

With the first announced objective there can be no quarrel. As to the second 
objective, alcohol producers have in recent years submitted to the Department 
of Agriculture detailed information on conversion costs. Any distilling company 
could on very short notice update these conversion costs without the necessity 
of conducting such an experiment as this. Thirdly, the impact on other indus- 
tries can be quickly ascertained by consulting with representatives of such 
industries. 

In addition to a disastrous effect upon distillers’ feeds, we are reliably informed 
that other livestock-feed products would likewise be adversely affected. They 
include the soyabean-processing industry, the cottonseed-crushing industry, the 
dried-milk and dried-whey industry, the brewing industry, and the wet milling 
industry. 

We are also reliably informed that if 30 million bushels of corn are used in the 
contemplated program it would produce 75 million wine gallons of 100 proof 
alcohol. A goodly portion of industrial alcohol is manufactured by synthetic 
processes and from petroleum products. This amount of alcohol made from 
surplus corn would, according to information furnished us, have a very depressing 
effect upon those industries involved in the petro-chemical field. 

We are reliably informed that only one major producer of industrial alcohol 
will participate in the Department’s projected conversion program. That com- 
pany is not interested in the program as an experiment but solely because black- 
strap molasses, their principal basic material, is no longer available from Cuba. 

In view of the far-reaching adverse effects which the proposed conversion 
program has upon many industries, we strongly urge that you join others in 
protesting against its being put into effect. 

Sincerely yours, 
Ropert W. Coyne. 


P.S.—A copy of the Department’s proposed plan is attached. Also enclosed 
is memorandum explaining in detail the possible economic impact of the program. 


Re WiaG, 


U.S. DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 8, 1960. 

U.S. Department of Agriculture, in accordance with its press release dated 
February 25, 1960, announces the following program for the utilization of surplus 
corn for processing into industrial alcohol and related byproducts, not including 
beverage alcohol. 

The purpose of this announcement is to acquaint interested parties with further 
details of this experimental program. It is expected that offers for the purchase 
of the surplus corn will be invited in the near future. 

It is planned that the Department, through Commodity Credit Corporation, 
will make available for sale through competitive offers approximately 30 million 
bushels of No. 3 grade or better corn for conversion by fermentation into acetone- 
butanol-ethanol and byproducts, and for conversion by fermentation into ethanol 
and byproducts. The Department is interested in both processes but the quan- 
tity of corn allocated to each of these processes, of course, will be dependent upon 
offers received. 

The Department, in making this corn available is acting (1) to dispose of certain 
surplus stocks owned by CCC for processing into products which constitute other 
than primary uses for corn and which will not have an undue disruptive effect on 
any CCC price support program; (2) to obtain actual conversion cost data on the 
process necessary to produce the product, data on the return obtainable for the 
product, and from these to determine the return obtainable under commercial 
conditions for the corn; and (3) to explore the economic impact of the utilization 
of corn in the product. 

Offerors must be established processors who at the time of making their offers 
must have the necessary machinery, equipment, and sufficient storage space for 
at least a 10-day supply of corn as well as personnel to perform operations required 
in this program. Offerors must also be authorized for the manufacturing of 
industrial alcohol under U.S. internal revenue laws. 
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Offerors must be financially responsible to perform in accordance with this 
program and must also furnish adequate security for the performance of any 
contracts resulting from offers made. ; 

The invitations for offers applicable to each of the processes will be made 
available at a later date. These invitations will set forth the terms of the contract 
and will specify the office within the Department to whom offers should be 
directed, 

The program intends that offerors make available an entire plant or a desig- 
nated portion or portions thereof which will permit the receipt and conversion of 
corn into industrial alcohol and related products without interruption or inter- 
ference from any other activity conducted within the plant or portions thereof, 
To the extent practicable portions of the plant used shall be segregated and 
devoted wholly to the purposes of this program. 

There will be an alternate choice of contracts. Under the terms of one, the 
offeror agrees to convert surplus corn purchased from CCC by process of fermen- 
tation which will produce acetone-butanol-ethanol of standard commercial grade 
by the most economical process of which his facilities are capable. Under the 
terms of the other, the offeror agrees to convert the corn by a process of fer- 
mentation which will produce ethanol of a standard commercial grade by the 
most economical process, 

All ethanol produced by either of these processes must be denatured and not 
used or sold for beverage purposes. 

The offeror shall be required to operate his facility for a 6-month period (180 
to 190 consecutive days) in such a continuous manner as the facility and process 
will permit and the offeror must bid on a 6-month supply of corn for such purpose. 

CCC will deliver the corn in carload or truckload Icts f.o.b. ears or trucks 
at shipping points, as determined by CCC, with freight prepaid to the contractor’s 
plant in accordance with an agreed delivery schedule. Title and risk of loss to 
the corn shall pass to the offeror upon delivery at shipping point. Settlement 
will be made on basis of official weights and grades obtained at shipping point 
or enroute at the option or UCC. 

Adequate financial arrangements mi he made by offerors for payment of 
corn hefore any deliveries are made |} ’ GO. 

This program intends that offerors shall, within 30 days after completion of 
the conversion of all corn, furnish CCC with a report containing all output data, 
cost of corn, and processing costs tabulated as follows: 


Proce ssing costs 


(a) Corn handling and storage of corn 
(b) Grinding 
(c) Mashing (cooking, sterilization of mash and conversion) 
(7) Fermentation 
(e) Distillation and processing of solvents 
(f) Byproduct recovery 
i. Feed products 
Carbon dioxide 
Fusel oil 
1. Other 
(g) Other (specify) 
Each item should be subdivided as follows: 
l. Lal or: 
(a) Supervisory 
(b) Direct 
2. Utilities: 
(a) Steam 
(b) Electricity 
(c) Water 
Maintenance 
Operating supplies (itemized) 
Depreciation 
Control lab 
7. Other costs allocated to processing (specify ) 

The same report must show sales proceeds for each product, selling costs, 
administrative costs, and any other data useful in computing the cost of processing 
the corn and disposing of the products. Cost and return figures on products 
unsold at the time of reporting shall be estimated on the basis of current market 
prices and going cost rates. 
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Offerors must cooperate fully and completely with USDA, making all records 
of production, costs, and plant operations relating to the conversion of corn and 
disposition of products available to authorized personnel of the Department. 
These data will be made the subject of cost studies and may involve public release. 
Accredited representatives of USDA shall have access at any reasonable time to 
the contractor’s plant and facilities. 

Under this program USDA reserves the right to renegotiate upward the price 
of corn paid by the offeror where profits from the sale of products exceed 8 percent 
of the offeror’s sales proceeds. 

USDA will insist upon a full disclosure by offeror of all records and data re- 
quired for purposes of renegotiation. 

Certain warranties are required of offeror that the corn will be used for the 
purposes stated and no other purposes. Appropriate sanctions as to price will 
be invoked for violations of these warranties. 

Prospective participants in the program should communicate with the Direc- 
tor, Grain Division, Commodity Stabilization Service, USDA, Room 3610, 
South Building, Washington 25, D.C., to assure receipt of an invitation for offers 
when issued and for any further information they may desire. 


POSSIBLE ECONOMIC IMPACT OF DIVERTING 30,000,000 BUSHELS OF CORN TO INDUSTRIAL 
ALCOHOL PRODUCTION 


The U.S. Department of Agriculture is considering releasing for experimental 
purposes some 30 million bushels of surplus corn over a 6-month period for the 
production of industrial alcohol and related products. The Department said 
this project would move additional surplus stocks and establish “cost data’ on 
necessary processes, and the ‘‘economic impact’’ on affected markets. 

The Department is already in possession of abundant cost data which was 
most recently supplied to the Welsh Committee on Industrial Uses of Surplus 
Grain. Manufacturing industries would no doubt be pleased to supply the data 
again if the U.S. Government needs it. 

Economic impact on alcohol market 

Thirty million bushels of corn would produce some 75 million wine gallons of 
190 proof alcohol. This quantity would be produced under the proposed Depart- 
ment of Agriculture plan within a 6-month period. For the past few years, in- 
dustrial alcohol production has been running at the rate of 130 million gallons of 
190 proof semiannually. It is quite apparent that the dumping of an additional 
75 million gallons on the market along with the 130 million regularly produced 
would completely disrupt the market. 

Who would be affected? Principally, the producers of synthetic alcohol from 
petroleum products. They make some 87 percent of all industrial alcohol. 
Molasses alcohol makers contribute only 8 percent. The petroleum source 
producers include Shell, Texaco, Gulf, Phillips, Standard Oil, etc., and some large 
producers in the chemical field such as Union Carbide, National Distillers, Carbide 
and Chemical, and possibly Monsanto. 

Aleohol today sells at approximately 47 cents per wine gallon of 190 proof, 
f.o.b. producing plant. This price would necessitate the securing of corn at some- 
where between 35 and 42 cents f.o.b. distillery if aleohol from corn were to be 
made competitive. 

At any rate, the dumping of 75 million gallons of Commodity Credit alcohol 
on the industrial aleohol market in a 6-month—or even a much longer—period 
would play havoe with prices and the entire market structure. 


Impact on distillers’ byproducts feeds 

Production of distillers’ byproducts animal feeds is estimated at between 380 
and 400 thousand tons for 1959. With this production, the market for these feeds 
was very unstable through 1959. At the present time, the market is probably 
more unstable than it has been at any time during 1959. Prices are now fluctuat- 
ing out of the normal range and buyers are becoming more difficult to find. 

The proposed manufacture of alcohol out of 30 million bushels of corn would 
yield 250,000 additional tons of distillers’ byproducts. To dump this quantity 
on the feed market would result in complete panic. 

The proposal for the use of Commodity Credit corn on a bid basis would 
necessitate a no return, or even loss, in recovering and distributing the byproducts. 
If Commodity Credit accepted such bids, the price of distillers’ byproducts would 
suffer enormously. It is estimated that the present unstable price would be 
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depreciated by as much as $20 a ton, or even more. On an annual basis, this 
could represent a loss to the industry of as much as $6 million. 


Impact on other animal feed producers 


A number of industries, other than distilling, supply feed products to the feed 
industry. They include the brewing industry, the wet milling industry, the soya 
bean processing industry, the cotton seed crushing industry, the dried milk and 
dried whey industries, and others. Ail would be severely affected by the dumping 
oi the proposed large quantity of excess distillers’ dried feeds on the marker. 
The farmer, too, would be affected. For example, the market price of soya beans 
is based upon a balance between the price that a processor can secure for the 
soya bean oil and the price that can be secured for soya bean meal. When the 
overall return to the processor is reduced, the return to the farmer for soya beans 
must likewise be reduced. The same pattern is true for the flour mill industry, 
brewing, etc. The individual industries can give these results in concrete terms 
of dollars and cents. 

CONCLUSION 

It is obvious that the USDA proposal would have adverse effects of serious 
proportions on a host of industries, including industrial alcohol makers, distillers, 
and other producers of feed products, in addition to having adverse effects upon 
the farmer himself. 

(The Department’s comments are as follows:) 

The Department offers the following comments on a letter addressed by the 
Distilled Spirits Institute, Inc., to the Honorable Alfred EF. Santangelo under date 
of March 15, 1960, concerning the proposed plan to sell approximately 30 million 
bushels of corn for conversion into industrial alcohol and related products. The 
letter objects to this program. It points out far reaching adverse affects upon 
the manufacturers of synthetic industrial alcohol, the distiller’s industry, and 
other industries engaged in the production of livestock feed. 

The Department, because of its concern with the effect this proposed program 
would have on the producers of livestock feed products and manufacturers of 
industrial alcohol, purposely allowed sufficient time before inviting offers on the 
sale of this corn for the industries and others concerned to express their views on 
this program. 

The Department has received numerous protests from individuals, affected 
industries, and trade associations including the Distilled Spirits Institute, Inc., 
a group representing the manufacturers of synthetic industrial alcohol, the 
U.S. Brewers Foundation, Inc., the National Soybean Processors’ Association, 
the dry corn millers, and the wet corn millers. 

Full consideration is being given to these and other views expressed by the 
industries and others before this program is placed into operation. 

Mr. Marsuauy. Mr. McLain, at this point it would be a good thing 
to furnish for the record the price that the Department feels that 
corn, wheat, and other grains would have to be sold at in order to go 
into the commercial field of alcohol, the price per bushel. 

Mr. McLain. We could do this on the basis of what our past 
record shows. This might prejudice how we would accept contracts 
if we went ahead, Mr. Marshall, and if these records got out it might 
be not too good to be putting out that kind of figures at the time we 
were accepting contracts, if you get what I mean. I think it would 
have to be on the basis of what our past records have shown. We 
could put that in, without any indication of what the current one is. 

Mr. MarsHa.u. It seems to me, if I recall correctly, that in years 
past your research people have furnished to this committee 

Mr. McLain. We would be glad to furnish that. 

Mr. MarsHaut. So that part is public and perhaps you might 
furnish that for the record and any comment, if there has been any 
change in the values of determining the feasibility of it. If you could 
do that, that would be sufficient. 


Mr. McLarn. All right. 
(The information requested follows:) 
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The return that can be had for corn in the industrial alcohol market depends 
of course on the return that can be had for the alcohol and byproducts (including 
feed). These are determined competitively and today’s alcohol market is domi- 
nated by the product produced synthetically from petroleum. While the listed 
price Of aleohol today would approxiinate 47 cents per gallon (excluding delivery 
charges) We are assured by manufacturers of synthetic alcohol that actual commer- 
cial transactions have been made in recent years at an average realization between 
30 and 35 cents per gallon. This figure is based on information contained in the 
U.S. Tariff Commission reports. It coincides with the figure estimated by the 
Task Group on Industrial Aleohol from Grain of the Presidential Commission on 
Increased Industrial Utilization of Agricultural Commodities as the maximum 
cost of producing industrial alcohol from petroleum byproducts. 

There is quoted below from the ‘“‘Report of the Task Group on Industrial 
Aleohol from Grain” (April 25, 1957) an estimate of the cost of producing alcohol 
fom grain. Assuming the 33 cents figure for alcohol it would be estimated that 
about 60 cents could be paid for corn delivered to the processing plant. It must be 
emphasized that even this figure would require displacement from the market of 
an equivalent amount of alcohol now substantially all made from petroleum. 

Today’s aleohol market amounts to about 260 million gallons of which we are 
informed half is used by the producer for further manufacture. The other half 
would be equivalent to somewhat less than 50 million bushels of grain (2.7 gallons 
per bushel). To place more grain than this in aleohol production would require 
it be used in markets now served by other raw materials, principally petroleum, 
at a much lower price. The most evident of such markets are butadiene for 
synthetic rubber, ethylene for plastics and motor fuel. 

Following are pertinent quotations from the ‘‘Report of the Task Group on 
Industrial Aleobol from Grain of the Presidential Commission on Increased 
Industrial Utilization of Agricultural Commodities.”’ 

“Cost of production is basic to all uses considered for industrial alcohol. 
Detailed calculations show that the ‘cost’ (exclusive of grain value) of converting 
corn to 1 gallon of 95 pereent alcohol would be 5.9 cents after giving credit for 
byproduct protein feed. Adding 5 cents a gallon for profit and plant amortization 
would bring the cost to 10.9 cents a gallon.’’ * * * “‘These figures exclude any 
value for grain delivered to the distillery and are based on a new plant handling 
20,000 bushels of grain a day. A yield of 2.7 gallons of alcohol from 1 bushel 
of corn is the maximum to be expected. The sale of 2.7 gallons of alcohol must 
bring more than 2.7 X 10.9, or 29.48 cents, to be able to pay anything for a bushel 
of grain. 

“At the current price of 15 cents a pound for butadiene, alcohol at 23.4 cents a 
gallon at the plants could be used for production. Allowing 3 cents a gallon for 
transporting alcohol from distillery to piant, and 10.9 cents a gallon for converting 
corn to 95 percent alcohol, the equivalent price for corn at the distillery would be 
25.6 cents a bushel. These figures do not include any allowance for depreciation, 
royalty, operating fee, or protfit. It is assumed these charges will be covered by 
two factors. One is improved operating results when the plants are in steady 
operation for an extended period and the other is the recovery of byproducts 
which will be feasible with steady operation. 

“If a 10 percent profit after taxes were allowed on the manufacture of ethylene, 
alcohol would need to be 12.9 cents a gallon at the ethylene plant (16.9 cents if no 
profit). Allowing 2 cents a gallon for transporting alcohol from the distillery to 
plant and 10.9 cents a gallon for converting corn to 95 percent alcohol, the corn 
would have to be delivered free to the distillery. Furthermore, in line with cur- 
rent practice, contracts for the purchase of ethylene are made only on a long-term 
basis (15 years). 

“The competitive value of ethyl alcohol as a blending stock in motor fuel is 
essentially equal to that of butane, which it approaches in road antiknock value. 
Furthermore, adding alcohol to motor fuel greatly increases the tendency to 
vaporlock. Butane, the most volatile motor fuel component, must be reduced 
proportionately, when alcohol is added, to maintain comparable road performance. 
hus, from both antiknock and vapor-lock standpoints, ethyl aleohol competes 
directly with butane, a low-cost motor fuel component. 

“To compete with butane, alcohol would need to be delivered to a blending 
plant at 5 cents a gallon. This would be 7.9 cents a gallon less than the cost of 
fermenting grain to alcohol. An additional charge of 3 cents a gallon for freight 
from the distillery to the blending plant would make the loss 10.9 cents a gallon. 
This corresponds to a loss of 29.4 cents per bushel of corn fermented without any 
payment for the grain. Even if alcoho] should bring 13.5 cents a gallon, the full 


value of bulk motor fuel, this would correspond to a loss of 6.5 cents per bushel of 
corn.”’ 
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Mr. Marsuauu. I do think you ought to put in a statement with 
it to clarify it. So if there is any material change it is brought up 


to date. 


Mr. Bercer. Mr. Chairman, how soon is this report going to come 


to a head? 


We may have something in the next couple of weeks from 


the studies we are making now that may add some new and additional 


figures. 


RESTORATION OF CAPITAL IMPAIRMENT, CCC 


Sources and application of funds (operations) 


PRICE SUPPORT, SUPPLY, AND RELATED PROGRAMS 
AND SPECIAL MILK 


Gross expenditures (funds applied): 
Price support program... 
Less commodity transfers to 
Special activities financed by Commodity 
Credit Corporation 
Commodity export program 
Price support program, net of transferred 
charges 
Commodity export program: Expense 
Storage facilities program: 
Acquisition of assets 
Expense 
Supply and foreign purchase program: Expense 
Special milk program: Expense (including admin- 
istrative emcee . _ ‘ 
Undistributed expenses 
Administrative expense subject to limitation 
excluding special milk od el 
Interest expense: 
Treasury 
Other 
Other expense 


Total gross expenditures _- 


Receipts from operations (funds provided): 

Price support program, net aie 
Commodity export program: Revenue__- 
Storage facilities program: 

Receipts from loans 

Other program revenue etch 
Supply and foreign purchase program: Revenue 
Special milk program: Revenue (recoveries) 
Undistributed: Interest and other revenue 
Decrease in selected working capital 


Total receipts from operations __-.......----------- 


Budget expenditures, price support, supply, and 
related programs and special milk ane docse 


SPECIAL ACTIVITIES FINANCED BY COMMODITY CREDIT 
CORPORATION 


Gross expenditures (funds applied 

Commodities transferred from price support pro- 
gram = 

Other program expenses 

Interest on balance recoverable esis 

Increase in selected working capital (soil bank and 
other ; 

Loans for agricultural conservation purposes. 


Total gross expenditures - ‘ 
Receipts from operations (funds provided): 


Recovered from other than special appropriations to 


reimburse Commodity Credit Corporation ; 
Repayment of loans for agricultural conservation 

purposes _. 

Total receipts from operations _ ---- cai 


Budget expenditures, special activities financed 
by Commodity Credit Corporation. --- 


Total net budget expenditures - 


1959 actu 


53, 902 


57, 268, 


, 124, 


509, 
2, 436, 


9 935 


il 


284 


843 
362 


079 
160 


O76 


, 380 
, 445 


962 


, 883 


,o22 
, O85 
, 368 


, 760 


O89 
, 345 


, 423 


, 224 


"232 | 


5, 068 
, 434 
7, 898 


, 068 


, 692 


1960 estims 


$4, 715, 


663, 
285 


3, 765, 
295, 
44, 

l, 


110, 214 


653, 824 


, 802, 000 


654, 390 
410, 000 


516, 490 
65, 000 
116, 152 


, 000, 000 


2, 739, 900 


2, 875, 000 


863, 000 


, 876, 923 


762, 116, 855 


653 


, 010, 000 


“1, 450, 615 


, 141, 900 


849, 041 
704, 404 


, 613 


35, 242 


824 
619 | 
541 | 


494 | 


000 


5, 478 


986 | 


000 | 


, 986 


492 


1961 est 


$4, 873, 


582, 
248, 


4, 041, 


260, 


43, 


imate 


032, 678 


919, 000 
945, 000 


168, 678 
441,000 


600, 000 
65, 000 


, 045, 208 


5, 000, 000 


3, 844, 900 


3, 000, 000 
. 163,000 
, S91, 446 


905, 874 


919, 00 
247, 000 
259, 000 


590, 357 
200, 000 


860, 000 


, 800, 000 


1, 543 


660, 000 


5, 357 


734 | 3, 906, 461, 231 








St 


Su 


In 





with 
ht up 


come 
: from 
tional 


timate 


, 032, 678 


, 919, 000 
, 945, 000 


168, 678 
, 441, 00 
, 600, 000 

65, 006 


045, 298 


000, 000 


844, 900 


000, 000 
163, 000 
891, 446 


034, 050 


010, 000 


170, 208 
341, 900 





313, 448 


905, 874 


919, 000 
247, 000 
259, 000 


590, 357 
200, 000 


215, 357 





860, 000 
800, 000 


60, 000 


555, 357 





161, 231 
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Re venue, 


SUPPLY, 
AND SPECIAI 


AND RELATED PROGRAMS 
MILK 


PRICI SUPPORT, 


Price support program: 
Revenue 


Expense 


Net loss (—) (realized) 
Increase (—) or decrease in allowance for losses (un- 
ul 
realized 


Net operating loss ( , price support program. 


Commodity export program: Net operating loss (- 


realized), commodity export program 
Storage facilities program: Expense:! Net operating 
loss realized), storage facilities program | 


upply and foreign purchase program 


Net operating 


income (realized), supply and for- 
1 purchase program 


ial milk program: 
Revenue . a ee ee 
including administrative 


Spe 


Expenst 

Net operating loss ( (realized), special milk 
program - . aah ‘oa oa 

Undistributed 

Revenue. ‘ Kae 2 gicncintleceliniaetliNty 


Expense. . ik . ne ee ee 


Net loss ( realized) aie ; ; : bia 
Increase or decrease in allowance for losses (un- 
PORE OGD sau cas aha adeasi 


Net operating loss (—), undistributed.........-.-- 
Net loss 
Realized 
I 


nrealized salen dada paibwibaine 


for the year 


Net loss (—) for the year, price support, supply, 


and related programs and special milk...------- — 
Analysis of deficit (—): 
Deficit ), beginning of year--- i 


Appropriation for restoration of capital impairment: 
Enacted or recommended in this document 
Proposed for later transmission under existing 

REN 2a caesnenaaarenaswaes 

Deficit ), 

ply, and related programs and special milk 


end of year, price support, sup- | 


1959 actual 


$1, 810, 964, 533 | $2, 990, 920, 
843 | 


2, 615, 989, 


| 


— 805, 025, 310 | 


— 604, 903, 902 


—1, 409, 929, 212 


1, 311, 232 
1, OO1, 827 
309, 405 


74, 667, 


434 
242, 351, 658 


47, 207, 


195, 144, 224 
—311, 609 
195, 455, 833 


, 207, 000, 994 
605, 215, 511 





1, 812, 216, 505 


— 5, 711, 270, 716 


1, 760, 399, 886 


, 763, 087, 335 





expense, and retained earnings 


1960 estimate 1961 estimate 


| sia 
| 
| 
| 
115 | $2, 607, 828, 650 
3, 970, 895, 233 3, 506, 727, 404 
—979, 975,118 | —898, 898, 754 
} 
— 290, 882, 000 | — 221, 789, 000 


70, 857, 118 | —1, 120, 687, 754 


410, 000 $41, 000 


65, 000 65, 000 

1, 450, 615 1, 170, 298 

1, 386, 615 1, 090, 298 
64, 000 80, OOO 

1, 141, 900 1, 341, 900 
81, 000, 000 85, 000, 000 
— 79, 858, 100 —83, 658, 100 
61 70, 222, 200 





31, 849, 041 
) 


, 004, 823 601, 899, 346 


146 


512, 505, 782 — 531. 677, 
356, 928 53, 000 
512, 148, 854 ~531, 624. 


146 


74, 660, 000 
221, 736, 000 


—1, 867, 
— 290, ! 


000 


5, O72 





—2, 158, 275, 072 


—1, 996, 396, 000 


5, 763, 087, 335 | —5, 810, 937, 994 


1, 435, 424, 413 1, 325, 000, 000 


675, 000, 000 |... __-- 


— 5, 810, 937, 994 6, 482, 333, 96 








SPECIAL ACTIVITIES FINANCED RY COMMODITY CREDIT 
CORPORATION 
Revenue: Reimbursements received.............------- 133, 740, 411 248, 314, 986 201, 860, 000 
Expense scgesmans 1, 682, 087,956 | 1, 600, 710, 984 1, 671, 425, 000 
Net loss (—), for the year, special activities 
, financed by Commodity Credit Corporation. 1, 548, 347, 545 2, 395, 998 1, 469, 565, 000 
Deficit ), beginning of year_-- guacenne|—1, S11, 917, 154 056, 789 | —1, 658, 717, 536 
teimbursement from special appropriations, net (see 
schedule) _- Faas fe ts ten os a 1, 361, 207, 910 1, 292, 735, 251 1, 519, 742, 000 
Deficit (—), end of year, special activities financed 
by Commodity Credit Corporation__........... —1, 599, 056, 789 |—1, 658, 717, 536 | —1, 608, 540, 536 
Total deficit (—), end of year, all transactions of 
Commodity Credit Corporation. _........-..--- —7, 362, 144,124 |—7, 469, 655, 530 | —8, 090, 874, 530 
Operation and maintenance costs applicable to owned structures are refiected as carrying charges on 


the commodities stored 
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Financial condition 


Assets: 
Cash with Treasury and in banks_- 
Accounts receivable, net ( (price support, supply, and 
related programs and special milk) a 
Commodities under contract to purch: ase, net- 
Deferred and undistributed charges, net. 


Commodities for sale, net: 
Agricultural commodities. - 
Strategic and critical materials____- 


Total commodities for sale, net 


Loans receivable, net: 
Price support and storage facilities loans 
Loans for agricultural conservation purposes 
(special activities financed by Commodity 
Credit Corporation) Ses 


Total loans receivable, net 


Amounts recoverable from other than special ap- 
propriations (special activities financed by 
Commodity Credit Corporation): 

Sales of surplus agricultural commodities for 
foreign currencies: 
Due from foreign currencies to be sold and 
net rental income from military housing 
Due from Department of Defense for foreign | 
currencies used in military housing 
construction (Public Law 480) 


Subtotal_ 
Due from Department of Defense from rece ipts 
from military housing rentals (Public Law 
161, barter and exchange) .. aS 


. | 
lotal amounts recoverable from other than 
special appropriations_. 
Land, structures, and equipment, net_._____- 


Total assets 


Liabilities: 
Loans and certificates held by lending agencies 
Price support, supply, and related programs and | 
special milk 


Special activities financed by Commodity Credit 
Corporation: 
National Wool Act payments due producers-__ 
Unused soil bank advances 
Other 


Com- 


Total special activities financed by a 


modity Credit Corporation.....__ 


Total liabilities 


Government investment: 
Interest-bearing capital: 
Start of year ___- el 
Borrowings from T reasury during year, Sar 


End of year 


Deficit (—): 
Price support, supply, 
and special miik: 
Net realized deficit (—) 
Net unrealized deficit (—) 


and related programs 


Total deficit (—), price support, supply, 

and related programs and special milk_ 

Total deficit (—). special activities financed by 
Commodity Credit Corporation 


Total deficit (—) 


Total Government investment 


1959 actual 


$33, 366, 006 | 


262, 852, 870 | 


15, 520, 000 
26, 317, 090 


3, 544, 117, 569 
69, 905, 145 


3, 614, 022,714 | 


2, 073, 119, 268 


29, 500, 000 | 


2, 102, 619, 268 





135, 731, 893 


44, 157, 462 


180, 489, 355 


43, 009, 496 | 


6, 418, 052, 050 | 


1 
229, 547, 605 


455, 256, 484 | 


86, 
34, 720, 145 
421, 940 


121, 392, 085 
806, 196, 174 


1, 628, 000, 000 
1, 346, 000, 000 


1 


12,9 97 4, 000, 000 


9 


—3, 


. 742, 425, 407 
020, 661, 928 


—5, 763, 087, 335 
—1, 599, 056, 789 
—7, 362, 144, 124 


5, 611, 855, 876 


250, 000 | 





1960 estimate 


32, 419, 936 


178, 288, 000 
10, 422, 000 
29, 900, 000 


4, 263, 623, 916 
15, 000, 000 


278: 623, 916 


1, 418, 810, 107 


30, 800, 000 


‘1, 449, 610, 107 


| 
286, 705, 406 


67, 914, 854 


35 4, 620, 260 | 


48, 500, 000 | 


403, 120, 260 | 
146, 810, 251 


6, 539, 194, 470 | 


414, 000, 000 


462, 711, 000 


62, 139, 000 | 


62, 139, 000 


938, 850, 000 


12, 974, 000, 000 
96, 000, 000 


134 070, 000, 000 





— 2, 499, 750, 994 
—3, 311, 187, 000 


—5, 810, 937, 994 
—1, 658, 717, 536 


—7, 469, 655, 530 


5, 600, 344, 470 


1961 estimate 


$32, 700, 705 
119, 541, 000 


1, 109, 045, 607 


19, 200, 000 


Z, 15 245, 607 


351, 465, 406 


86, 397, 211 


437, 862, 617 


45, 500, 000 


483, 362, 617 
172, 140, 251 
6, 875, 162, 470 


271, 000, 000 
506, 246, 000 


13, 070, 000, 000 
1, 062, 000, 000 


i, , 132 000, C 


—2, 949, 410, 994 
—3, 532, 923, 000 


—6, 482, 333, 994 
—1, 608, 540, 536 


—8, 090, 874, 530 
6, 041, 125, 470 





es 


timate 


a 


, 700, 705 
, 541, 000 
, 422, 000 
, 700, 000 


050, 290 
000, 000 


050, 200 


045, 607 


200, 000 


245, 607 


465, 406 


397, 211 


862, 617 


362, 617 
140, 251 


162, 470 


)00, 000 
46, 000 


91, 000 


91, 000 
37, QUO 


10, 000 
00, 000 


10, 000 


0, 994 
3, 000 


3, 994 


0, 536 
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Status of certain fund balances 


1958 actual 1959 actual | 1960 estimate | 1961 estimate 





Unexpended balance: 
CR, CI oc iccaneunsadeedasak $26, 961,333 | $33, 366,006 | $32, 419, 936 $32, 700, 705 
Budget authorization: 

Enacted or recommended in this doc- 
ument |1, 626, 000,000 | 855, 000, 000 468, 000, 000 
Proposed for later transmission under 
existing legislation 675, 000, 000 


Total unexpended balance __-.__..-/2, 998, 961, 333 |1, 659, 366, 006 '1, 562, 419, 936 





Obligated balance, net: 
Liabilitie 864, 530,414 | 806,196,174 | 938, 850, 000 
Obligations other than liabilities: | 

Price support, supply, and related pro- 
grams and special milk: 

Purchase agreements outstanding 69, 484, 000 49, 459, 000 66, 060, 000 

Unrecorded claims 1, 913, 324 3, 529, 931 4, 000, 000 4, 000, 000 


Approved declarations of sales for | 
24, 218, 901 52, 869, 858 54, 570, 000 47, 175, 000 


Farm storage facility and equip- 
ment loan commitments---...._- 2, 825, 533 5, 459, 919 | 3, 985, 000 3, 985, 000 


Special activities financed by Com- 
modity Credit Corporation: 
anne which are recover- 
able: 

Letters of commitment | 189,998,243 | 252, 842, 090 255, 000, 000 290, 000, 000 

Approved declaration of sales for 
SE a | 1, 873, 575 2, 855, 980 | 3, 275, 000 | 4, 290, 000 

Wool payment agreements SAE EN is cadivncknecinlaoteucadbateme 


| —_ 


258,275,000 | 294, 290, 000 


egerr3e se - oe 7 - | 
Subtotal . 208, 871, 818 255, 698, 070 | 

Accounts receivable, net (—): 
Price support, supply, and related 
programs and special milk _.......---- }—320, 113, 771 | —262, 852, 870 |—178, 288,000 | —119, 541, 000 
Amounts recoverable from _ other 
than special appropriations, net | 

Get en uaene 

Commitments which are recoverable, | 
SORIIGe MOO 5. vce cnckccedtadinnadaapewn | 


| | 
—149, 566, 065 |—223, 498, 851 | —403, 120, 260 | —483, 362, 617 








—208, 871, 818 | —255, 698, 070 |—258, 275,000 | —294, 290, 000 


Total obligated balance : 493, 292,336 | 431, 163,161 | 486, 056,740 328, 003, 383 








Unobligated balance !__._..............] 2, 505, 668, 997 |1, 228, 202, 845 le 076, 363, 196 172, 697, 322 
| ‘ 


1 Statutory obligations against borrowing authority include only borrowings from Treasury and obliga- 
tions to purchase notes or other obligations evidencing loans made by lending agencies. Other obligations, 
contingent liabilities, and commitments do not become charges against the statutory borrowing authority 
until they result in borrowings from Treasury or in notes or other obligations evidencing loans made by 
lending agencies. 

Note.—In addition to obligations other than liabilities reflected in the status of certain fund balances the 
Corporation does not reflect in its accounts claims by the Corporation on which adequate proof has not been 
established and the outstanding guarantee and occupancy agreements for storage space. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Marsa. At this point, we shall place in the record pages 
218 through 223 and 313 through 316 of the justifications on CCC. 


-—-' 


(The justifications follow:) 


PurRposE STATEMENT 


Purpose-—The Commodity Credit Corporation engages in buying, selling, 
lending, and other activities with respect to agricultural commodities, their 
products, food, feeds, and fibers, for the purpose of stabilizing, supporting, and 
protecting farm income and prices; assisting in the maintenance of balanced and 
adequate supplies of such commodities; and facilitating their orderly distribution. 
The Corporation also makes available materials and facilities required in connec- 
tion with the production and marketing of such commodities. 
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Origin The Commodity Credit Corporation was organized October 17, 1933, 
under the laws of the State of Delaware, as an agency of the United States 
From October 17, 1933, to July 1, 1939, the Corporation was managed and op- 


erated in close affiliation with the Reconstruction Finance Corporation. On 


July 1, 1939, it was transferred to the Department of Agriculture by the Presi- 
dent’s Reorganization PlanI. Under the Commodity Credit Corporation Charter 


Act of June 29, 1948 (Public Law 806, 80th Cong.), effective July 1, 1948, it was 
established as an agency and instrumentality of the United States under a perma- 
nent Federal charter. The charter was amended by Publie Law 85, 81st Con- 
gress, approved June 7, 1949. 

Management.—-The Corporation is Managed by a Board of Directors, subject 
to the general supervision and direction of the Secretary of Agriculture, who is, 


ex officio, a Director and Chairman of the Board. The Board consists of the 
Secretary of Agriculture and six other members appointed by the President and 
confirmed by the Senate. In addition, the Corporation hus a bipartisan advisory 
board of five members appointed by the President to survey the general policies 
of the Corporation and advise the S« cretaryv W ith respect thereto. 


The ¢ orporation may, with the consent of the ugeney concerned, utilize facili- 


ties of any other agency of the Federal Government The Corporation, under 
this authority, mmakes extensive use of the personnel and facilities of the Com- 
modity Stabilization Service and the Agricultural Stabilization and Conservation 
State and county committees in earryving out Corporation activities. In its 
commodity storage operations the Corporation utilizes the services and _ fleet 
facilities of the Maritime Administration, and in its barter and stockpiling op- 
erations those of the (jene! il Services Ad ‘inist? ition 

The Corporation also utilizes normal trade facilities to the maximum extent 
practic ible. In Its lending activities the Corpor iwioh uses cooperatives, loeal 
banks, and other financial institutions. Commercial storage facilities are used 
in the storage of loan collateral and in the storage of stocks acquired by the Cor- 
poration. The services of purchase and sales agent re used in the cotton price- 
support program. 

Ope ation The bud et is base 1 on the following types of programs: (1) 
price support, (2 commodity export, (5 storage facilities, (4 Supply and foreign 
purchase, (5) special milk program, and (6) special activities. 

a Price-suppo { program, Price-support operations are carried out under the 
Corporation’s charter powers (15 U.S.C. 714), in conformity with the Agricultural 
Act of 1949 (7 U.S.C. 1421), the Agricultural Act of 1954 (7 U.S.C. 1741) which 
includes the National Wool Act of 1954, the Agricultural Aet of 1956 (7 U.S.C. 
1442), the Agricultural Act of 1958, and with respect to certain types of tobacco, 
in conformity with the act of July 28, 1945, as amended (7 U.S.C. 1312). Under 
the Agricultural Act of 1949, price support is mandatory for the basie commodi- 
ties corn, cotton, wheat, rice, peanuts, and tobacco and specific nonbasie 
commodities, namely tung nuts, honey, milk, butterfat, and the products of milk 
and butterfat. Under the Agricultural Act of 1958, as producers of corn voted 
in favor of the new price-support program for corn authorized by that act, price 
support is mandatory for barley, oats, rye, and grain sorghums. Price support 
for wool and mohair is mandatory under the National Wool Act of 1954 through 
the marketing vear ending March 31, 1962. Price support for other nonbasic 


agricultural commodities is discretionary except that whenever the price of either 
cottonseed or soybeans is supported, the price of the other must be supported at 
such level as the Secretary determines will cause them to compete on equal terms 
on the market. This program may also include operations to remove and dispose 
of or aid in the removal or disposition of surplus agricultural commodities for the 
purpose of stabilizing prices at levels not in excess of permissible price-support 
levels. 

Price support is made available through loans, purchase agreements, purchases, 
and other operations, and, in the case of wool and mohair, through incentive 
payments based on marketings. The producer’s commodities serve as collateral! 
for price-support loans. With limited exceptions, price-support loans are non- 
recourse and the Corporation looks only to the pledged or mortgaged collateral 
for satisfaction of the loan. Commodity Credit Corporation has authority under 
section 502 of Public Law 85-835 to acquire title to the unredeemed collateral 
without paying any excess of market value over the loan indebtedness. Purchase 
agreements generally are available during the same period that loans are available. 
By signing a purchase agreement, a producer receives an option to sell to the 
Corporation any quantity of the commodity which he may elect within the 
maximum specified in the agreement 
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Under a provision of the 1960 Appropriation Act (Public Law 86-80) no part 
of the authorization shall be used to formulate or carry out a price-support pro- 
gram for 1960 under which a total amount of price support in excess of $50,000 
would be extended through loans, purchases, or purchase agreements made or 
made available by CCC to any person on the 1960 production of any agricultural 
commodity declared by the Secretary to be in surplus supply, unless (a) such 
person shall reduce his production of such commodity from that which such person 
produced the preceding year, in such percentage, not to exceed 20 percent as the 
secre ary may determine to be essential to bring production in line within a reason 
able period of time with that necessary to provide an adequate supply to meet 
domestic and foreign demands, plus adequate reserves, or (b) such person shall 
agree to repay all amounts advanced in excess of $50,000 for any agricultural 
commodity within 12 months from the date of the advance of such funds or at 
such date as the Secretary may determine. 

Disposition of commodities acquired by the Corporation in its price-support 

operations is made in compliance with sections 202, 407, and 416 of the Agricul- 
tural Act of 1949, and other applicable legislation, particularly the Agricultural 
Trade Development and Assistance Act of 1954 (7 U.S.C. 1691), as amended 
Public Law 480), title I of the Agricultural Act of 1954, as amended, title II of 
the Agricultural Act of 1956, as amended, the Agricultural Act of 1958, the act 
of Aucust 19, 1958, in the ease of cornmeal and wheat flour, and the aet of Sep- 
tember 21, 1959 (73 Stat. 574), with respect to sale of livestock feed in emer- 
gency areas. 

As a means of increasing the utilization of dairy products, section 202 of the 
Agricultural Act of 1949, as amended, authorized a special program to operate 
through December 31, 1961, under which the Corporation is donating butter, 
cheese, and dried milk to Veterans’ Administration and the armed services upon 
certification by them that the usual quantities of dairy products have been pur- 
chased in the normal channels of trade. The Corporation is also reimbursing 
these agencies at the rate of $4.10 per hundredweight for purchases of fluid milk 
made in addition to the usual purchases. 

Section 407 of the Agricultural Act of 1949 authorized the Corporation to make 
available farm products for use in distress areas and in connection with any 
major disaster determined by the President to warrant assistance under Public 
Law 875 (42 U.S.C. 1855-1855g). Under this authority the Corporation has 
donated stocks of corn, oats, barley, and grain sorghums in a manner which 
enabled stockmen and farmers in drought stricken areas to buy livestock feed at 
reduced prices. 

2. Commodity export program.—The Corporation promotes the export of agri- 
cultural commodities and products through sales, barters, payments and other 
operations. Such commodities and products may be those held in private trade 
channels as well as those in CCC inventory. This program is carried out under 
the authority contained in the Corporation’s charter, particularly sections 5(d) 
and 5(f), and in accordance with specific statutes where applicable, such as sec- 
tions 407 and 416 of the Agricultural Act of 1949, the International Wheat Agree- 
ment Act of 1949 (7 U.S.C. 1641), the Agricultural Trade Development and 
Assistance Act of 1954, title I of the Agricultural Act of 1954 and title IL of the 
Agricultural Act of 1956. In general, transactions involving foreign currencies 
are conducted pursuant to the Agricultural Trade Development and Assistance 
Act of 1954, as amended. However, other such transactions may be conducted 
under the charter authority. 

Obligations under the International Wheat Agreement and titles I, I], and IV 
of the Agricultural Trade Development and Assistance Act of 1954, as amended 
are paid by the Corporation subject to reimbursement from appropriations 
authorized for such purpose. 

Currently, in addition to the exports under the International Wheat Agreement, 
CCC wheat is available for export trade under barter programs of CCC and under 
other special circumstances at competitive world prices and is also made available 
to exporters in payment of the price differential between the prevailing world 
export sales price and the domestic market price which is earned on exports of 
free-market wheat outside the International Wheat Agreement and under this 
agreement. Cash payments are made on all exports of wheat flour either under 
the IWA or outside the agreement. Wheat and flour payments outside the agree- 
ment are made on exports to countries not participating in the agreement. 

In order to encourage movement of cotton, corn, barley, grain, sorghums, oats, 
rye, and rice from free-market supplies into export channels, export payments are 
made in the form of these commodities from the Corporation’s stocks. 
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Cotton held in the Corporation’s inventory is also sold for unrestricted use on a 
competitive price basis. The Corporation also conducts a cotton products export 
program designed to protect the competitive position of the domestic cotton 
industry in relation to sales of cotton products manufactured abroad from Ameri- 
can cotton purchased at export prices. Equalization payments, based on the 
raw cotton content in the products exported, are made to exporters on cotton 
products of upland cotton grown and wholly processed in the United States. 

The Corporation also furnishes agricultural commodities and products for 
distribution or exhibition at international trade fairs to aid in the development of 
foreign markets for such commodities. 

3. Storage facilities program.—This program is carried out under the authority 
contained in the Corporation’s charter, particularly sections 4(h), 4(m), and 5(a) 
and (b). The Corporation (a) purchases and maintains (in storage deficient 
areas) granaries and equipment for care and storage of grain owned or controlled 
by the Corporation; (6) makes loans for the construction or expansion of farm 
storage facilities; (c) provides storage-use guaranties to encourage the construc- 
tion of commercial storage facilities; and (d) undertakes other operations necessary 
to provide storage adequate to carry out the Corporation’s programs. 

4. Supply and foreiqn purchase program.—This program is carried out under the 
authority contained in the Corporation’s charter, particularly sections 5(b) and 
(c) thereof. The Corporation procures foods, agricultural commodities, their 
products, and related materials to supply the requirements of Government 
agencies, foreign governments, and relief and rehabilitation agencies, and to meet 
domestic requirements. Foods, agricultural commodities, and their products are 
procured or aid is given in their procurement to facilitate distribution or to meet 
anticipated requirements during periods of short supply. The Corporation may 
also, through purchases, loans, sales, or other means, make available materials 
and facilities required in connection with the production and marketing of 
agricultural commodities. 

Operations involving procurement for other Government agencies are conducted 
in accordance with section 4 of the act of July 16, 1943 (15 U.S.C. 713a-9), which 
requires that the Corporation be fully reimbursed for services performed, losses 
sustained, operating costs incurred, or commodities purchased or delivered to or 
on behalf of any other Government agency from the appropriate funds of such 
agency. Operations not subject to section 4 of the act may involve losses if such 
are necessary to the accomplishment of the objects of the particular operation. 

The main activities now carried on are procurement of commodities for the 
International Cooperation Administration, and liquidation of completed programs 
initially financed under the Defense Production Act to assure adequate supplies of 
strategic and critical materials. 

5. Special milk program.—Public Law 85-478 (7 U.S.C. 1446 note), as amended, 
authorized the use of not to exceed $81 million for 1960 and $84 million for 1961 
of CCC funds to increase the consumption of fluid milk by children in nonprofit 
schools of high school grade and under and in nonprofit nursery schools, child-care 
centers, settlement houses, summer camps, and similar nonprofit institutions 
devoted to the care and training of children. The act further provides that 
amounts spent shall not be considered expended for the purpose of carrying out 
the price support program. 

6. Special activities.—These activities are carried out under authority of section 
5(g) of the Corporation’s charter and specific statutory authorizations or directives 
with respect thereto which are currently in effect or which may subsequently be 
enacted. 

Except with respect to the activities set forth in the following items (11) and (12) 
where losses, if any, would be recovered through the general restoration of capital 
impairment, the Corporation receives reimbursement for costs of these activities 
through regular appropriations. Details with respect to these reimbursements 
may be found under the headings, ‘‘Reimbursement to CCC for costs of special 
activities,’ ‘(Reimbursement to CCC, National Wool Act,” the Agricultural 
Conservation Program Service, and the soil bank program. 

Activities currently being carried out are as follows: (1) International wheat 
agreement (7 U.S.C. 1641-1642), (2) emergency famine relief to friendly peoples 
(7 U.S.C. 1703, 1721-1724), (3) sales of surplus agricultural commodities for 
foreign currencies (7 U.S.C. 1701-1709), (4) long-term supply contracts (73 Stat. 
610), (5) transfer of CCC grain to Interior for migratory waterfowl feed (7 U.S.C. 
442-446), (6) transfers of bartered materials to supplemental stockpile (7 U.S.C. 
1856), (7) grading and classing activities (7 U.S.C. 414a), (8) soil bank program 
(7 U.S.C. 1808), (9) National Wool Act (7 U.S.C. 1781-1787), (10) loans to 
Secretary of Agriculture for conservation program (7 U.S.C. 1391), (11) military 
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housing (Public Law 161, 84th Cong.) (5 U.S.C. 171z—1), and (12) transfer of 
long-staple cotton from national stockpile for sale by CCC (7 1 Stat. 290). 

Financing.—The programs of the Commodity Credit Corporation are financed 
by capital stock, borrowings, guarantees to purchase notes or other obligations 
evidencing loans made by lending agencies, issuance of certificates of interest in 
loans held by the Corporation, restoration of capital impairment, appropriations to 
reimburse the Corporation for costs of special activities, and receipts from opera- 
tions. The Corporation has an authorized capital stock of $100 million held by 
the United States, and authority to borrow up to $14,500,000,000. 

Funds are borrowed from the Treasury and may also be borrowed from private 

lending agencies. During the fiscal year 1960, the Corporation extended its 
certificate of interest method of financing cotton and grain loans by establishing a 
special pool applicable to all commodity loans held by the Corporation except 
cotton. It is contemplated that this plan will continue in effect in the fiscal 
year 1961. 
* All bonds, notes, debentures, and similar obligations issued by the Corporation 
are —— to approval by the Secretary of the Treasury as required by the act of 
March 8, 19388 (15 U.S.C. 713a—4). Interest on borrowings from the Treasury 
(and on capital stock) is paid in accordance with a policy of the Treasury that the 
rate shall be based upon the average interest rate on all outstanding marketable 
obligations (of comparable maturity date) of the United States as of the preceding 
month. In connection with loan guarantees and certificates of interest, the 
Corporation reserves a sufficient amount of its borrowing authority to purchase at 
any time all notes and other obligations evidencing loans made or certificates held 
by lending agencies. 

Pursuant to the act of March 8, 1938, as amended (15 U.S.C. 713a-1), an 
appraisal of the assets and liabilities of the Corporation is made each year by the 
Secretary of the Treasury to determine the net worth. If the net worth is less 
than $100 million, an appropriation is obtained to permit the Secretary of the 
Treasury to restore the amount. of capital impairment: if net worth is more than 
$100 million the Corporation pays the surplus to the Treasury (15 U.S.C. 713a-2). 
The appraisal of assets is on the basis of cost to the Corporation. The capital 
impairment, therefore, represents realized losses. 

Receipts from operations include proceeds from sales of commodities, loan 
repayments, interest income, advances, reimbursements for special activities 
financed by the Corporation other than from special appropriations, and mis- 
cellaneous income, refunds, and collections. 





Estimated Budcet esti- 
available, 1960 | mate, 1961 


Restoration of capital impairment | ‘$1, 435, 424, 413 | $1, 325, 000, 000 
Administrative expense limitation. 42, 000, 000 48, 428, 000 
Anticipated supplemental for 1960 to provide for increased workload__- 800, 000 


‘In addition, a 1960 supplemental is anticipated in the amount of $675,000,000. 


Restoration of Capital Impairment, Commodity Credit Corporation 


Appropriation act, 1960, and base for 1961 (to partially restore 


1958 realized losses) $1, 435, 424, 413 
sudget estimate, 1961 (to complete restoration of 1959 losses 
and partially restore 1960 realized losses) _ - 1, 325, 000, 000 
Decrease _ - scatage ed Be 110, 424, 


Project statement 


| 
| ; 
| Budget esti- 
| Appropriation, | Appropriation, |} mate, 1961 


1959 (restora- 1960 (partial (to complete 
Project tion of 1957 | restoration of Decrease 1959 restora- 
losses) | 1958 losses) tion and for 


partial 1960 
restoration) 


Restoration of capital impairment $1, 760, 399, 886 | $1, 435, 424,413 | —$110, 424, 413 $1, 325, 000, 000 


Note.—A 1960 supplemental appropriation of $675,000,000 is anticipated to complete the restoration of 
1958 losses and for partial restoration of 1959 realized losses. 
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BASIS OF ESTIMATE 





The 1961 budget estimate of $1,325 million is proposed in order to minimize 
the need for an increase in the Commodity Credit Corporation’s statutory bor- 
rowing authority in the fiscal year 1961. 

The following tabulation relates net realized losses for fiseal years 1957, 1958, 
1959, and a part of fiscal year 1960 to the years in which appropriations were 
made, or are estimated to be made, in order to restore the capital impairment 
resulting from the Corporation’s activities: 





[In millions] 


Fiscal year in which realized losses are Total, 
incurred actual or 
Appropriations estimated 
appropria- 

1957 1958 1959 1960) tion 


Appropriation act, 1959 $1, 760. 4 ; $1, 760.4 
Appropriation act, 1960 $1, 435.4 1, 435.4 
Anticipated supplemental, 1960 100. 0 $575. 0 675.0 

Subtotal, 1960 appropriations 1, 535. 4 575.0 2,110.4 


imate, 1961 632.0 $693. 0 1, 325.0 


lotal 1, 760. 4 1, 535. 4 , 207.0 1 693.0 


1 The remainder of the actual realized losses for the fiscal year 1960 will be requested in future appro- 


As will be noted from the above tabulation, a supplemental appropriation in 
the fiscal vear 1960 is anticipated in the amount of $675 million, consisting of the 
$100 million of the 1958 actual losses which have not yet been restored and 


$575 million (representing a part of the total of $1,207 million) of the 1959 actual 


realized losses. The proposed supplemental is in the light of current projections 
of demands on the Corporation’s borrowing authority during the current fiseal 
year. Jecause of the large size of the Corporation’s operations and the many 


unpredictable factors which affect its financial condition, an adequate safe operat- 
ing margin is essential. The supplemental appropriation would assure the 
Corporation’s ability to continue its mandatory price support activity. 
Assuming ay | roval of this suppleme ntal. the remainder of the 1959 actual losses, 
amounting to $632 million, is proposed for restoration in the 1961 budget estimate 
for the fiscal vear 1961. Projections of demands on the Corporation’s borrowing 
authority in use indicate that by April 1961 the Corporation’s $14.5 billion bor- 
rowing } ower would be exhausted. Therefore, the budget estimate proposes the 
partial restoration ($693 milion) of the estimated capital impairment for 1960. 
Actual losses in the fiscal vear 1960 through December 31, 1959, total $770,808,590. 
The foilowing table shows, by months, the estimated status of the Corporation’s 
borrowing authority through the fiseal year 1961: 
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Approval of the budget estimate and the proposed supplemental for the fiscal 
year 1960 will enable the Corporation to carry out its authorized activities without 
the necessity of increasing its borrowing power. 


ANALYSIS OF REALIZED LOSSES, FISCAL YEARS I958 AND 1959 


The net decrease of $110,424,413 in 1961 results from the comparison with the 
appropriation for 1960 of the estimate for 1961, on the basis of the restorations 
requested as discussed above. There follows an explanation of the change in 
realized losses, 1959, compared with 1958: 


Realized losses 1959 compared with 1958 


Realized losses, 1958_-_- : ee : sh in oe i ies a Se $1, 535, 424, 413 
Realized losses, 1959 : a ee: a ; ae 1, 207, 000, 994 


placa fem Be eae ahs -----------. —328, 423, 419 


The decrease of $328,423,419 reflects less actual losses sustained by CCC during 
1959 compared with 1958. Two items account for the decreased losses. Price 
support losses on cotton during 1959 were $179 million less than for 1958 and 
interest costs were $175 million less. All other increases and decreases in losses 
amount to a net increase of $26 million. 

Price support losses incurred during the fiscal year 1959 were $805 million of the 
total losses of $1,207 million. The price support losses include $302 million inci- 
dent to donations of commodities, $499 million due to losses on sales, and miscella- 
neous program expense of $4 million. In addition to the price support losses, 
the Corporation sustained losses during 1959 of $207 million attributed to other 
programs, principally the commodity export program ($132 million) and the 
special milk program for children ($75 million). The balance of the losses include 
interest, administrative and other (net) costs of about $195 million not distributed 
by programs. The following statement shows a comparison of 1958 and 1959 
losses by programs and commodities. 


Decrease _ - 
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ComMopDITY CREDIT CORPORATION 


Comparison of realized losses and gains 


{Millions of dollars] 


Program and commodity 





Price support program: 

Basic commodities: 
CRN es oe eu is CancdlabusdddesdsebsRbbhbeskeannecmne 
I a ne a tra nae acta adie 
Che en ck matimeiineudinn semaine ween 
PRTG odie dincidaunncnocctasnsaunaaebae demebewene 
I a aa eiecusnn eapg oc Use Gah Sees ease om waa a MMR 
oe asaskashtewnanneededebeas oe 
Wheat 5 ebikcs novos <u ener weamiaes ah see 
WOK UOGE..ccc5ksnc ss pweiate sb opera uaa mateo ears 


INT I gid, aa Tals cain eeemeeiiae ees | 


Mandatory nonbasic commodities: 
MONDT oc ccecencee= wei di wk’ mice Ree Sees memes tein 
Detter Cneins GE) 5. cine wi ccc ncccnccdbecadenadseceen 
Cheese - . .-.-- 
Milk, nonfat dry. 


WON = ccwesccdbadews capeeeeiads tunddetaemenatonekanawd 
PU oe coca ccmeus 


Totel, mandatory NOMDASIO. .. 5. ...<ccecccceessccnce 

Other nonbasic commodities: | 
Barley | 
Beans, dry edible 
COORCOMNOR ROOEE oe a 5 nn nk ecco enawansencaeeanas 
Piazeped am linseed Oil... .... <<. <scccendawenwancen | 
EE Siiidaan 
GOs oo cccdien nd cdnesdcscccmbecnsneeenban sadeeateunwes 
NN II ccc ccncnineasnrsdcanenkenkewenone | 
Soybeans. -.---- 
Other 


Totel Stet RORBAUG «6s wnicccccccancdodscncwaasnens | 
Strategic materials...............-- 


Total: Hrlss SUNDOLE PEORIA 6 cc icc nncicenuanccnsodss | 


Oommodity export program . ...........-62..260.---nncceneene 
I PONT ONE caccninuunvinadcnuecsuaccdugdéasnnacenuuserabans 
Interest (net) ..--...------ eis kag acacia on ascidian anne 
Administrative and other (net) ..............-...------.-.---- | 


4 Total, price support and related programs. --...--------- 
Special milk program for children...........-.-..-----....----- | 





"TRA PORNO IONROE S a occ cc ncdbcscccecdeccesscccuesusss 


! Less than }4 million. 
? Denotes gains. 

















1960 (1958 | Increase (+) | 1961 (1959 
impairment) jor decrease (—) impairment) 
| | 
$176 +$58 $234 
28 —6 22 
280 —179 101 
ll +6 17 
18 +14 32 
4 —2 2 
44 +36 80 
83 | —4 | 79 
644 | =77 | 567 
— : ig —- —— = 
So icddeene (! (4) 
22 +19 41 
81 — 54 27 
112 -—7 105 
30 —7 23 
6 —6 (1) 
(1) | +2 2 
251 —53 | 198 
38 | —31 7 
3 | —3 (1) 
laisse 1 
16 | —14 | 2 
15 —11 4 
3 —3 | (4) 
2 +3 26 
2 | +4 6 
(+) | (@) () 
101 | <i 46 
11 | —17 26 
2007; —202| 805 
101 +31 132 
26 +6 (1 3) 
322 —175 147 
44 +4 48 
1, 468 —336 1, 132 
67 +8 75 
1, 535 —328 | 1, 207 





Mr. Marsuatu. We note that your request is for $1,325 million. 
Do you have a general statement you wish to make in connection with 


that item? 


Mr. Bracn. That was included in 


our general statement. It 


simply is restoration to complete 1959 and to restore a portion of the 


1960 realized losses up to $1,325 million. 


Mr. Marsuatu. I wonder if at this point you could furnish a break- 
down showing the principal amount, interest, storage, transportation, 


and administration. 
Mr. Bracu. Yes. 
(The information follows:) 
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Approval of the budget estimate and the proposed supplemental for the fiscal 
year 1960 will enable the Corporation to carry out its authorized activities without 
the necessity of increasing its borrowing power. 


ANALYSIS OF REALIZED LOSSES, FISCAL YEARS 1958 AND 1959 


The net decrease of $110,424,413 in 1961 results from the comparison with the 
appropriation for 1960 of the estimate for 1961, on the basis of the restorations 
requested as discussed above. There follows an explanation of the change in 
realized losses, 1959, compared with 1958: 





Realized losses 1959 compared with 1958 


Realized losses, 1958_......_._ _-- weet cea ooh a ee Ok, po ee eee 
Realized losses, 1959 42 ee g ee =o Snkssan cs era prep. gem gene ae 
IIOOTCRRS.. .oscececck et ee ee stcccclen «= 628, 423, 20 


The decrease of $328,423,419 reflects less actual losses sustained by CCC during 
1959 compared with 1958. Two items account for the decreased losses. Price 
support losses on cotton during 1959 were $179 million less than for 1958 and 
interest costs were $175 million less. All other increases and decreases in losses 
amount to a net increase of $26 million. 

Price support losses incurred during the fiscal year 1959 were $805 million of the 
total losses of $1,207 million. The price support losses include $302 million inci- 
dent to donations of commodities, $499 million due to losses on sales, and miscella- 
neous program expense of $4 million. In addition to the price support losses, 
the Corporation sustained losses during 1959 of $207 million attributed to other 
programs, principally the commodity export program ($132 million) and the 
special milk program for children ($75 million). The balance of the losses include 
interest, administrative and other (net) costs of about $195 million not distributed 
by programs. The following statement shows a comparison of 1958 and 1959 
losses by programs and commodities. 
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CommMopitry CREDIT CORPORATION 


Comparison of realized losses and gains 


[Millions of dollars} 









































Program and commodity 1960 (1958 | Increase (+) | 1961 (1959 
impairment) jor decrease (—)| impairment) 
Price support program: 
Basic commodities: 
NEC e. a en ck necks meena aweneeebeaeraeeacnseeee $176 +$58 $23 
PRIN ot EC aehasa | avnwacasastoessuounnendavesn 28 —6 22 
ROU he ioe oo oc cnadncetucavenaenboannen 280 —179 101 
PINE 3 ct bisa dccukasencsnchccuaccupemadseneebeeee ll +6 17 
RNa aac aincicnies ac enwcaes eee aa eoree ween 18 +14 32 
NS = (ae AEE oe 5 2.8. ios cen ateemdoemadaneeon t —2 2 
TN Sn oS ae cert ae be lk Sate 44 +36 80 
SNE MINES: 00. so nccaaeeinnnnantceaeteenccdedanadaes 83 | —4 | 79 
| 
UN, THIN esac ccccnascececcceasouvinsebeaes 644 | —77 567 
Mandatory nonbasic commodities: | 
POMOW.. oa seecs= Sake ae he a a ee ets gs ae ee ae Pepe ep weer et oe ; (‘) (1) 
NN HURIGI CB iii ite c cc ccccusneeatanesasaten 22 | +19 41 
I nae coinceidivinantveudwkannmeadademdcnaeeeeal 81 — 54 27 
BaGtG SPRAIN oo Gs, cawatupicnuorkuntacesdddddeuebeaat 112 —7 105 
Armed services’ and veterans’ milk.----.....--------- 30 | —7 23 
TO ae a Si as ee eee ben 6 | —6 (1) 
tid cube ntnccuteacdsscauadeuswenneuusL Seema oanet 3) | +2 | 2 
— —— =a i an 
Total, TAMMY DORDSMG 2 ssc cckcsccccuwnscecucs | 251 —53 | 198 
Other nonbasic commodities: | 
Barley. a a a a a lle 38 | —3l 7 
SE, SO DOIN aon cn caccukes eobaseddanesnecenwaeael 3 —3 | () 
Onan Sa Se acct ccenncasees iD Leeweskeunatios 1 
Rees DNS TRO Cll oe. oncvncccancch daweweeun 16 | —14 | 2 
Oats_- : 5 ai aides Gacod kee una ee 15 —11 | 4 
Rye ia cligdamniciombaepaplltlintetinaahiesaieia 3 —3 | (1) 
I i al a am ach eia 23 +3 | 26 
SEIN 28.5 ono ntahsiaieaairdoaiae ies and maiaeabaaen emai 2 +4 | 6 
Ca aa scl in h aiiale te tat lees enaacan ae pani eeaaiael (‘) () 0) 
} 
Totel: OCF MOONS «5 cise cc ivecndadactutnendees | 101 —55 | 46 
Strategic materials_...............- a Lag wa a 11 | —17 26 
OLR BHICS BUDD PORTION 5.5. ca csccdiccnsicneewsnawe 1, 007 — 202 805 
Commodity export program -...-.-.-- REGoace Gumtume cata ienuabes 101 +31 132 
et TORTEE - noc waccnGunomnncon a a a tei | 26 +6 (22) 
PONS CEE oo asc cecaccccedensewencanusmaeseeseuans 322 —175 | 147 
Administrative and other (net) « « . <2. .<ccccccncncecacucecoces 44 +4 | 48 
Total, price support and related programs---........---- 1, 468 —336 1, 132 
Special milk program for children...................-.------ sal 67 +8 | 75 
TEL DOE, BONOD s Win icsiguncdlned ddeminceaweseusuews 1, 535 —328 1, 207 











! Less than 44 million. 
? Denotes gains. 


Mr. MarsHauy. We note that your request is for $1,325 million. 
Do you have a general statement you wish to make in connection with 


that item? 


Mr. Bracu. That was included 


in our general statement. 


It 


simply is restoration to complete 1959 and to restore a portion of the 
1960 realized losses up to $1,325 million. 

Mr. MarsnHatu. I wonder if at this point you could furnish a break- 
down showing the principal amount, interest, storage, transportation, 
and administration. 

Mr. Bracn. Yes. 

(The information follows:) 
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CoMMODITY CREDIT CORPOR 


Summary of major cost elements included in realized 
restoration of capital impair» 


Item 














re 18.4 XK 31 50) if} } 
) 1, 270, 823 1, 803, 146 9 
W it 44, 2¢ S46 4 RD ( 
, ong 


propria- | pa 





ATION 


losses and gains applicable to 
nent 


Fiscal year 


1960 (1958 
Impairment 


1961 (1959 
impairment 

















price 
) 
Realized program loss | I 
Storage and handling $249, 983, 000 $244, 038, 000 
wsportation and accessorial 160, 000, 000 148, 000, 000 
modity costs and other miscellaneous program losses 759, 811, 464 619, 799, 02 
Potal re zed program loss 1, 169, 794, 464 1, 011, 837, 02 
Administrative and nonadministrative expense (net of misc¢ neous 
it I 42, 753, 743 48, 218 8] 
Interest expense (net of interest income 322, 876, 206 146, 945, 155 
l’otal realized losses Li 413 1, 207, 000, 994 
Amounts shown for subitems under program loss are estimated because cost values of commodity d 
positic ire reported to Washington by totals only 
Tabulation ré lating reé ali [ea losses lo appropriations 
F isc vear in which realized losses are incurred Total acti 
Item or estimat 
|} appropriati 
1058 1059 1960 
eed 
Appropriation Act, 1960 $1, 435, 424, 413 --| $1, 435, 424, 41 
~e i ement ppropr 1 n 
I 1O80 100, 000, 000 $ 000, O00 O00, 00f 
Appropr ( t 1961 632, 000, GOO $693, 000, 000 : », OOD, OOF 
Tot 1, 535. 000, 000 | 000, 000 693, 000, 000 t 
Partial restoration. The remainde 1960 realized losses will be requested in future appropriations 
Compa ison of realized losses and qains applicable to restoration of capital impa ment 
= i a estates oe Cor 
Stor 
Inere Increase (4 Sup 
19 pro- |1960 propos rease | 1961 appro- | or decrease 1 
Prog nd commodit priation(1958 | supplement n ré priation (1960 in re Inte 
mp mer 954 in ed losses estimates im- zed losses Ad 
pairment pp rment appropria 


tions 


1 
, 
$1. 266, 172 
199 #1 
Unr 
} 7. OO 04 
- . . 
1 36 ”) RH9. 0) 10, 633, 54 J 
: ‘ me >» "Od Ul 
} 7 414). BBN 2. 203, (34 
-, Me 
60. 758. 000 _ 19° O89, 07 I 


7; 306, 441 
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Comparison of realized losses and gains applicable to restoration of capital 
impairment—C ontinued 














ble { 
Increase (+ Increase rT) 
1960 appro- |1960 proposed or decrease 1961 appro or decrease 
Program and commodity priation (1958 | supplemental} (—) in real- | priation (1960) ( in real- 
impairment) (1959 im- ized losses jestimates im- ized losses 
pairment (appropria- pairment) (appropria 
959 tions) tions 
lent — — - ~ 
Pr upport, etc Continued 
Price support program—Con, 
38 Mandat ry nonbasie¢ 
Cy commodities 
00’ 1) Barley $37, 706, 426 $7, 310, O11 | —$30, 486, 415 | 2 $51, 124, 000 + $43, 813, 989 
x Honey 243 +243 16, 686 +16, 443 
27 1) Milk and butterfat 
yt, Vat Rotte . vai 
12 2 ing oil 21, 624, 205 10. 970. OOS +19 345. 808 32. 280. 000 8. 690, OOS 
45° 15 Cheese SO. 515, 358 26, 706, 130 53. SOY. 225 9, 101, GOO —17, 605, 130 
’ Milk, nonfat dry 112, 462, 935 104, 713, 891 —7, 749, 044 81, 122, 483 23, 591, 408 
M™) 904 Armed Set ices 
’ wma Veter ns 
t 23, O35. 784 23. 165. 000 +-129 216 
aaah Oat 4 174. 551 2 17. 609. 850 +13 435 299 
R 185, 510 1, 395, O70 +1 909 560 
. hum rain 26, 394, 056 2 66, 811, 750 +40), 694 
W ool 4) 110 6. 043. 569 110 
( er L. 506. 508 +1 AGG. 383 1, 370, 915 — 225 593 
otal 1 ory 
ront ic 330. 179. 944 235, 126, 802 95, O53, 142 283, 996, 754 -+-48, 869, 952 
: T onp om 
ul t 
: edible 3 408, 593 184, 528 2.924, 065 3, 190. 900 19 706. 372 
— ( ttonses tpr wluets 1. 004. 787 794. 755 210. 032 67. 355 862, 110 
> | Ot i linseed 
is ) 15, 377, 745 1, 627, 222 1, 274, 364 352, 858 
So ean 1, 620, 259 666, SO] 19, 331, 000 +-13 664, 199 
R), OW Other 11. 067 21.817 1 850. 000 R28 183 
vi (Wy 
Lota oUne non 
basic 21, 422, 451 8, 551, 489 12, 870, 962 22, 878, 909 +14, 327, 420 
trate m rial 11, 495, 399 1 5, S08, 359 17, 303, 758 2, 250, 000 +3, 558, 359 
l‘ota price support 
nent prograt 1,006,548,966 | 2 805, 025, 310 -201, 523, 656 | 3 979, $975, 118 +174, 949, 808 
a I lity export program 101, 020, 172 132, 433, 815 +31, 413, 643 295, 410, 000 +162. 
t f es program 134, 507 39, 156 95, 35 65, 000 
Ipply foreign purchase 
. program 1 5, 7R8, 868 1 309, 405 1 64, 000 T 
Interest (1 4 $22, 876, 206 | 4 146, 945, 154 187, 459 +296, 2 
S Administrative and other (net 43, 901, 969 48, 199, 070 318, 323 +21, 1 





price support, up- 
ind related pro 
I 1, 468, 692, 952 |1, 132, 333, 100 | —336, 359, 852 |1, 787, 891, 900 +-655, 558, 800 





Special milk program 
Payments (net 66, 139, 186 74, 027, 394 +-17, S88, 2O8 79, 200, 000 +5 172, 606 
Administrative 592, 275 640, 500 +-48, 225 658, 100 +-17, 600 


1 Total special milk pro 








wit ram 461 | 74, 667, 894 +7, 936, 433 79, 858, 100 +5, 190, 206 
° Total realized losses l, 413 |1, 207, 000, 994 328, 423, 419 1, 867, 750, 000 +-660, 749, 006 
9 nrestored portion of 1958 im- 

nd pairment 100, 000, 000 100, 000, 000 |+-200, 000, 000 SS ee 100, 000, 000 

TRA nrestored portion of 1959 im- 

yar pairment. ‘ ‘ . 632, 000, 994 | —632, 000, 994 632, 000, 994 |+-1, 264, 001, 988 

; 44 Unrestored portion of 1960 

: PND 4 ca niiienemwe nnn ; 4 ‘ : .--|—1,174,750,994 1,174,750,994 

7 Appropriation._---.- _.|1, 435, 424,413 | 675,000,000 |—760, 424, 413 |1, 325, 000, 000 | +650, 000, 000 


Denotes gain. 
_? Beginning with the 1959 crop, price support is mandatory on feed grains in the same relation as to corn. 
in prior years support on these commodities was permissive 

It is estimated that storage, handling, transportation, and other expenses amounting to approximately 
+410,000,000 and $392,000,000, respectively, were included in the cost value of commodities disposed of during 
the fiscal years 1958 and 1959 
‘ Does not include an estimated $13,000,000 in 1960 (1958 impairment) and $5,700,000 in 1961 (1959 impair- 
ment) of interest earned by private lending agencies on individual notes and certificates of interest. Does 
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STATUS OF BORROWING AUTHORITY 


Mr. Marsuatu. What is the present status of your borrowing 
authority? 

Mr. Beacu. As of January 31, $12,558.8 million was in use. 

Mr. MarswHa.u. I wonder if you would discuss for the committee 
your table at the bottom of page 313 of the justifications? 

Mr. Breacu. This table at the bottom of page 313 shows the fiscal 
vear in which the realized losses were incurred which are reflected 
in this $1,325 million. 

The budget estimate for 1961 includes $632 million of 1959 fiscal 
year realized losses and a total of $693 million of 1960 fiscal year 
realized losses. It isin anticipation that a supplemental appropriation 
now in process of going through the Congress will be passed which 
will include $575 million of the 1959 realized losses plus $100 million 
of the 1958 realized losses that were not recovered last vear, making 
a total of $675 million in the supplemental. This would add up to 
$2,110 million for 1960 as compared with a budget estimate of $1,325 
million for 1961. 

Mr. MarsnHauu. The amount requested in the supplemental is 
$675 million. What is the present status of that? 

Mr. Bracn. That was not included in the House bill but it was 
restored by the Senate committee. As far as I know, action has not 
been taken on the Senate bill. It will be necessary that it be restored 
if the Corporation is to operate through the next fiscal year. 

Mr. Marsa... In the event the $675 million is not restored what 
would be the position that the Commodity Credit Corporation 
would find itself in during the balance of this fiscal vear? 

Mr. Bracu. At the time we made estimates for this fiscal year we 
estimated we would have a margin of $441 million as of June 30, 1960. 
We did not believe that was a safe margin. As it has turned out, 
the loans on small grains which are now complete as of January 31, 
were smaller than anticipated, and the wet corn is such that corn 
loans are being made in a smaller amount up to the present time. 
In addition, there has not been quite the amount of cotton purchased, 
which is of minor influence because it is also sold at the same time. 
As a result, it appears we will have approximately $200 million more 
than we estimated we would have. 

Mr. MarsHauu. You stated a moment ago one of the feelings about 
restoration has been you did not make the amount of corn loans you 
had anticipated; however, if the weather conditions were such the 
corn became dry, it might change the picture? 

Mr. Bercer. It would make a considerable difference. 










include $11,100,000 in 1961 (1959 impairment) of interest earned by private lending agencies on 1958 and 1959 
crop commodity loans. 

A minor portion of interest paid private lending agencies was recovered by the Corporation when the 
producers repaid their loans. However, the major part of the $13.0 million in fiscal year 1958 and the $5.7 
million in fiscal year 1959 of interest earned by private lending agencies was capitalized in the cost of com- 
modities acquired by the Corporation in settlement of loans which had not been repaid by the producers 
and cn which no interest had been collected because of the nonrecourse nature of these loans. Since com: 
modities in the Corporation’s inventory are generally disposed of on a first-in, first-out basis, interest 
capitalized would not be reflected in any appreciable amount in the realized losses for the respective years, 
but would normally be reflected in losses on commodities disposed of in subseqhent years. In the fiscal 
year 1959 a change was made in the method of recording the cost of financing loans made through lending 
agencies; and, in that year, interest paid or payable to lending agencies on 1958 and 1959 crop commodity 
loans was recorded as interest expense. 
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REIMBURSEMENTS TO CCC For Costs or SprectAL ACTIVITIES 


Mr. MarsHa.u. At this time we come to reimbursements to CCC 
for costs of special activities. We will insert pages 337 through 340 
and 341 through 353 of the justifications. 

(The pages follow:) 


REIMBURSEMENT TO COMMODITY CREDIT CORPORATION FOR Costs OF SPECIAL 
ACTIVITIES 


PURPOSE STATEMENT 


The funds and facilities of the Commodity Credit Corporation have been 
utilized to carry out surplus-disposal programs and other special activities outside 
of its regular functions for which the Corporation is authorized to be reimbursed 
under the following specific legislation: 

1. Internation1il Wheat Agreement.—This agreement, which was renewed for 3 
years effective August 1, 1959, operates to provide an assured market for wheat 
to exporting countries and assured supplies of wheat to importing countries, at 
stable and equitable prices. 

Under authority contained in the International Wheat Agreement Act of 1949, 
as amended ‘7 U.S.C. 1641-1642), capital funds of Commodity Credit Corpora- 
tion and CCC stocks of wheat are used to pay (a) the difference between the 
prevailing price under the agreement and the domestic market price of wheat, 
and (b) administrative and interest costs. The differential payment for wheat 
exported under the agreement is paid in CCC stocks of wheat, and a cash pay- 
ment is made for flour. The act also authorizes appropriations to reimburse the 
Corporation for costs incurred. 

2. Emergency famine relief to friendly peoples.—Title II of the Agricultural 
Trade Development and Assistance Act of 1954, Public Law 480, as amended 
(7 U.S.C. 1708, 1721-1724), directs the Commodity Credit Corporation to make 
its surplus stocks of agricultural commodities available to the President for famine 
relief and other assistance to friendly nations and populations and to pay ocean 
freight charges through December 31, 1961, and authorizes the appropriation to 
reimburse the Corporation of not more than $800 million, plus $300 million, a 
year beginning January 1, 1960, through December 31, 1961. 

3. Sales of surplus agricultural commodities for foreign currencies.—Title I 
of the Agricultural Trade Development and Assistance. Act of 1954, Publie Law 
480, as amended (7 U.S.C. 1701-1709), authorizes the President, until December 
31, 1961, to negotiate agreements with friendly nations for the sale of surplus 
agricultural commodities for foreign currencies. The act provides that Com- 
modity Credit Corporation shall make available for sale to domestic exporters 
surplus agricultural commodities heretofore or hereafter acquired by the Corpora- 
tion in the administration of its price-support operations, and shall make funds 
available to finance the sale and exportation of surplus agricultural commodities, 
whether from private stocks or from stocks of the Commodity Credit Corporation. 

The act further provides various specified uses of the foreign currencies by any 
department or agency of the Government and requires reimbursement to Com- 
modity Credit Corporation by the agency using such funds if appropriations have 
been made for any of the specified uses. To the extent the Corporation is not thus 
reimbursed by other agencies, the act authorizes appropriations to reimburse 
Commodity Credit Corporation for its investment in commodities used under the 
act including processing, packaging, transportation, and handling costs, and for 
costs incurred in financing the exportation of commodities, and limits transactions 
requiring appropriations to $6.25 billion plus $1.5 billion a year beginning January 
1, 1960, through December 31, 1961. 

4. Long-term supply contracts—Under title IV of the Agricultural Trade 
Development and Assistance Act (73 Stat. 610), the President is authorized 
to make agreements with friendly nations under which the United States would 
deliver surplus commodities over periods of up to 10 years and accept payment in 
dollars with interest over periods of up to 20 years. The funds and assets of the 
Corporation are authorized to be used to carry out the provisions of title IV and 
appropriations are authorized to reimburse the Corporation therefor. Operating 
policies and plans have not yet been developed on which to base an estimate of 
possible activity under this title. 

5. Transfer of bartered materials to supplemental stockpile-——Under title II of 
the Agricultural Act of 1956 (7 U.S.C. 1856) the Corporation is directed to 
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transfer strategic and other materials acquired as a result of barter and exchange 
of agricultural commodities, other than those acquired for the national stockpile 
or for other purposes, to the supplemental stockpile. Appropriations to reimburse 
the Corporation for the value of materials transferred are authorized by the act. 

6. Grain for migratory waterfowl.—The act of July 3, 1956, as amended (7 U.S.C, 
142-446) authorizes the Commodity Credit Corporation to make available to 
the Secretary of Interior grain from CCC stocks for use as feed for migratory 
waterfowl to prevent crop damage. This act also authorizes the appropriation 
of sums to reimburse the Corporation for its investment in the grain, 
7. Animal disease eradication activities—Eradication of vesicular exanthema— 
The Department of Agriculture and Farm Credit Administration Appropriation 
Acts of 1958 and 1959 authorized the advance of funds from the Commodity 
Credit Corporation to the Agricultural Research Service to carry out this program 
through June 30, 1959. The Corporation is reimbursed for these advances. In 
1960 and thereafter, a direct appropriation is being made to ARS for this program, 

8. Grading and classing activities—The Department of Agriculture Appropria- 
tion Aet of 1952 (7 U.S.C. 414a) authorizes transfers of Commodity Credit 
Corporation nonadministrative funds to appropriations available for classing and 
grading agricultural commodities without charge to producers. Transfers are 
made to the Agricultural Marketing Service for classing cotton and grading 
tobacco not placed under price support loan. The act authorizes appropriation 
to reimburse the Corporation for such transfers, plus interest. 

An appropriation of $1,468,742,000 is requested in 1961 for estimated 1960 
program costs and unreimbursed 1959 program costs as follows: 








A ppropriation, 


Appropriation, 1961 (1959 
1960 unreimbursed 

1959 estimated and 1960 
costs estimated 


costs 






Appropriated funds 


1. International Wheat Agreement. . : . $63, 875, 000 $49, 042, 000 
2. Emergency famine relief to friendly peoples ; 104, 508, 000 115, 000, 000 
3. Sales of surplus agricultural commodities for foreign currencies 968, 016, 000 81, 000, 000 
4. Transfer of bartered materials to supplemental stockpile -- . 129, 000, 000 22, 950, 000 
5. Grain:for migratory waterfowl. ...........--.....-. acs 35, 000 35, 000 
6. Animal disease eradication activities ‘ 1, 056, 500 = a, 


Grading and classing activities_- , 607, 000 715, 000 














Total 097, 500 1, 


468, 742, 000 





Reimbursement to Commodity Credit Corporation for costs of special activities 


Appropriation Act, 1960 and base for 1961____. Sizes Gos xt $1, 268, 097, 500 
Budget estimate, 1961__..._____~- wei se csecseewecns | Ay S00, 14a, 





Increase__-.- ts ‘ Se ge + 200, 644, 500 
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Project statement 


1959 1960 Increase (+) 1961 (1960 
Project (1958 costs) (1959 costs or decrease estimated 
(- costs) 
Reimbursement to CCC for: | 
1. International Wheat Agreement $80, 800, 000 $47, 404, 779 +-$1, 637, 221 $49, 042, 000 
2. Emergency famine relief to friendly 
peoples “ 119, 270, 000 96, 601, 678 +-18, 398, 322 115, 000, 000 
3. Sales of surplus agricultural com- 
modities for foreign currencies... 1, 033, 515, 000 968, 016, 000 | —87, 016, 000 881, 000, 000 
4. Grain for migratory waterfow] feed 18, 506 17, 363 +17, 637 35, 000 
5. Transfer of bartered materials to 


supplemental stockpile 82, 250, 335 29, 000, 000 |+293, 950,000 | 422, 950, 000 
6. Advances to Agricultural Research | 
Service for animal disease eradica- 
tion activities . 19, 390, 100 1, 036, 192 —1, 036, 192 
Advances to Agricultural Marketing 
Service for classing cotton and 





grading tobacco . 1, 510, 870 +106, 074 715, 000 
Unobligated balance on ; named 7 25, 4 —25, 412, 562 |....... diet 
lotal appropriation or estimate -. 1, 336, 754, 811 1, 268, 097, 500 |+-200, 644, 500 | 1, 468, 742, 000 


1) A net inerease of $1,637,221 for estimated 1960 costs of the International 
Wheat Agreement compared with actual 1959 costs as follows: 


960 appropri 1961 budget Increase (+) 
ition (net estimate or 
(1959 costs (1960 costs lecrease (—) 





Program cost $47, 006, 7 $48, O80, 000 +-$1, 073, 271 
Interest | 382, 315 962, OOO +-57Y, 685 
Prior r costs ; 914, —914, 125 
P | | | - 

il cost = | 48, 303,169 | 49, 042, 000 +-738, 831 

Recoyv f prior-year costs ‘ | S98, 300 LRO8 300) 
tal appropriation (net) or estimate. . 47, 404, 779 49, 042, 000 +1, 637, 221 


(a) Program costs.—It is estimated that shipments of wheat and wheat flour 
will be made on 82.5 million bushels in 1960, a decrease of 1 million bushels from 
the 83.5 million bushels shipped in 1959. However, offsetting this smaller quan- 
tity are (1) a 2-cent per bushel increase in the estimated average payment rate 


¢ 


of 58 cents per bushel in 1960 over the 1959 average rate of 56 cents per bushel, 


and (2) an inerease of $42,123 in operating expenses. Following is a breakdown 
of program costs by country: 
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Wheat and wheat flour (bushel equivalent) exported from the United States pursuant 


to the 


Importing country 


terms of the International Wheat Agreement 


Fiscal year 1960 (1959 costs) 1961 estimated (1960 
estimated costs) 


| 


| 
Average | | Average 


























Bushels A mount cost to Bushels Amount cost to 
due CCC | CCC per due CCC | CCC per 
bushel | bushel 
Belgium. 2, 023, 099 | $1,373,906 | $0.68 | 1, | $1,404,146 | $0.70 
Bolivia. . 713 218, 020 70 |’ 222° 819 | 73 
Brazil ( 50 595, 625 . 60 ( 608, 735 . 62 
Costa Rica 1, 5 771, 936 73| 1,044, 856 788, 926 | 76 
Cuba 7, 400,690 | 5, 154, 169 .70 | 7,310,458 | 5, 267, 613 | 72 
Denmark 1, 217, 440 643, 067 53 1, 202, 597 | 657, 221 55 
Dominican Republic 518, 992 d 74 393, 638 | ar 
Ecuador 212, 800 . 44 96, 630 | - 46 
F] Salvador 695, 910 71 505, 917 | 74 
Germany 15, 448, 623 8, 28% 54 8, 466, 034 | . 55 
Greece 74, 667 26, 133 35 26, 708 | . 36 
Guatemala 1, 343, 433 748, 398 56 764, 870 | . 58 
Haiti 982, 427 698, 017 .71 713, 380 | 74 
Honduras... 302, 066 168, 518 56 72, 227 . 58 
Iceland 5 3, 894 76 3, 980 | .79 
India P ; 39 605, 866 . 40 
Ireland 246, 696 5 252, 126 | 5 
Israel 1, 172, 49 1, 198, 135 | 6 
Japan_. 6, 924, 400 38 7, 076, 807 | . 39 
Korea... 865, 751 40 884, 806 42 
Lebanon 137, 517 65 208, 986 140, 544 | 67 
Liberia 53, 183 77 68, 297 54, 354 . 
Netherlands 7, 762, 218 68 | 11,339, 556 7, 933, 065 | . 70 
Nicaragua 223, 859 167, 770 75 221, 130 171, 463 | 78 
Norway | 3,192,610 1, 832, 362 57 3, 153, 685 1, 872, 692 | . 59 
Panama 583, 705 441, 461 . 76 576, 588 451,178 78 
Peru ; 44,526 30, 677 69 43, 983 | 31, 352 | 71 
Philippines 3, 200, 538 73 4, 348, 122 3, 270, 982 | 75 
Portugal 663, 159 60 1,091, 478 677, 755 62 
Saudi Arabia 107,914 80 133, 724 110, 289 . 82 
United Kingdom 5, 413 58 9, 219 | 5, 532 | . 60 
United Kingdom territories 792 625 79 782 | 639 | 82 
Vatican City State 299, 784 57 519, 625 | 306, 382 | . 59 
Venezuela 5 | 2,684,111 66 | 4,004,389 | 2,743,189 | 69 
Total costs__.. 83,518,285 | 46, 848, 852 56 | 82,500,000 | 47, 880, 000 58 
Above costs distributed as fol- | 
lows 
Commodities transferred from | } | 
price support inventories ak 28, 356, 964 | : ‘ | 35, 680, 000 | S 
Cash payments | 18,491, 888 - 12, 200, 000 |- ‘ 
Total ; 46, 848, 852 : Gundcesl Ma eeeee Liachesss 
Operating expenses _ - 157, 877 200, 000 ---- 
Total program costs 83, 518, 285 | 47, 56 | 82,500,000 | 48, 080, 000 58 
Interest 962, 000 
Unrecovered prior year costs (net 
Total appropriation (net) or 
estimate _- | 58 


(b) Interest. 


83, 518,285 | 47,404, 779 . 56 | 82,500,000 | 49,042,000 | 






The increase is due primarily to the higher average rate of in- 
terest paid by CCC on Treasury borrowings 


4 percent per annum in 1960 com- 


pared with 2 percent in 1959. 

(c) Prior year costs.—No prior year interest to recovery date and other net 
costs are included in the 1960 costs as was the case in 1959 when recovery of 1958 
costs was received in the Second Supplemental Appropriation Act, 1959, on May 


20, 1959. 


costs. 


The 1960 appropriation was received July 1, 1959, and applied to 1959 
Included in the 1960 appropriation was $898,390 for most of the 1958 
costs recorded in 1959. 
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(2) A net increase of $18,398,322 for estimated 1960 costs of emergency famine 
relief to friendly peoples under title II of Public Law 480, as amended, compared 
with actual 1959 costs, as follows: 


= See | | | 
|1960 appropri-| 1961 budget | Increase (+) 
| tion (ret) | estimate | or 
(1959 costs) | (1960 costs) | decrease (—) 





ee ; . : | | 

Program Costs. ..o..<<....... itvecbnenieetannees i cisemecse | QO SLO aLe | $112, 745,000 | +$17, 234, 281 

Interest paveinaene sknvinepabuslwaa dadwaawncawdada 906, 128 2, 255, 000 +1, 348, 872 

Prior year costs. ............- i nsinanmceh iad asin aan euaiamia aunt | I GO been catwgetae | —1, 510, 933 
TIE COMM ciciiedcccnssacnskenipasunumikageuee wdokespees 97, 927, 780 115, 000,000 | +17, 072, 220 

Rav OF PRICE FEOF GOS. ooo ccncncnsicadcdndasacsusecsnen| TA; ME AEE lacsomeauseneenl +1, 326, 102 
Total appropriation (net) or estimate_....-.......-.---- 96, 601,678 | 115,000,000 | +18, 398, 322 





(a) Program costs.—The increase is due primarily to larger shipments of rice and 
cotton and related increases in ocean freight costs on CCC commodities shipped 
under title II of Public Law 480, as amended, as well as on commodities donated 
abroad under section 416 of the Agricultural Act of 1949. 

Following is a breakdown of costs by commodity: 


iain | 






1960 (1959 costs) 1961 (1960 estimated costs) 
Unit of | sa RF a } E i cE 
measure | | 
Quantity | Amount | Quantity | Amount 
Commodity transfers: | 
Cotton, upland Bika Bale_ _- si 8, 055 | $1, 290, 571 25, 000 | $4, 345, 500 
Cheese --| Pound........| 1,956, 794 | 817, 559 She 
Milk, dried ..do sued 15, 123, 294 | 2, 594, 796 15, 000, 000 | 2, 550, 000 
Barley : .-| Bushel_- 675, 686 | 1, 236, 189 | 500, 000 | 1, 015, 000 
Corn ° do aie ae 1, 694, 824 4, 998, 193 2, 000, 000 | 6, 300, 000 
Cornmeal | Pound =... .... 299, 900 | 27,330 |...-- cas 
Grain sorghums ; Hundred- 882, 379 2, 801, 969 560, 000 | 2, 030, 000 
weight. | 
Rice, milled _- . eal _do ale 09, 509 749, 571 | 500, 000 | 5, 500, 000 
Wheat ..| Bushel_- ...| 10,057, 359 38, 296, 593 10, 000, 000 41, 600, 000 
Wheat flour : Pound ..--| 81, 859, 436 | 5, 973, 261 100, 000, 000 5, 500, 000 
Total commodity cost cos Shahla ane ueaaeen ue | 58, 786, 032 be 68, 840, 500 
Ocean freight on above com- aoa ‘ 9, 035, 443 ‘ 10, 840, 000 
modities under title II of | | | 
Public Law 480, as amended. | | | | 
Ocean freight on commodities ed ee. pe 27, 689, 244 33, 064, 500 
donated under sec. 416, | | 
Agricultural Act of 1949. 
| —-— 

Total program cost - ae Si5.05se seseiSsebcdally  BRRRURMEIO NS cence 112, 745, 000 
Interest ‘< oa : : 906, 128 2, 255, 000 
Unrecovered prior year costs sara = ane 184, 831 

(net). - 
Total appropriation |___-- ‘ 96, 601, 678 inentwotect “aaeneane 


net) or estimate. 


(b) Interest— The increase is due primarily to the higher average rate of interest 
paid by CCC on Treasury borrowings—4 percent per annum in 1960 compared 
with 2 percent in 1959—and the larger program volume anticipated. 

(c) Prior year costs——No prior year interest to recovery date and other net 
costs are included in the 1960 costs as was the case in 1959 when recovery of 
1958 costs was received in the Second Supplemental Appropriation Act, 1959, 
on May 20, 1959. The 1960 appropriation was received July 1, 1959, and covered 
all 1959 costs. 

Included in the 1960 appropriation was $1,326,102 for 1958 program costs and 
prior year adjustments recorded in 1959, 
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(3) A net decrease of $87,016,000 in the appropriation for estimated 1960 net 
costs of sales of surplus agricultural commodities for foreign currencies under 
title I of Publie Law 480, as amended, compared with 1959 net costs, as follows: 


| 





1960 appro- 1961 budget Increase (+ 
priation estimate or 

1959 costs) (1960 costs decrease (- 
Program costs $1, O89, 071, 676 $1, 100, 000, 000 } +-$10, 928, 324 
Interest__- 12, 684, 735 | 20, 206, 541 +16, 611, 806 
Prior year costs 11, 497, 925 | 11, 497, 925 
Total expenditures 1, 113, 254, 336 1, 129, 296, 541 | 4-16, 042, 205 
Recoveries from sales of currencies and rental receipts 91, 218, 102 74, 165, 636 | +17, 052, 466 
Net expenditure l 1, 055, 130, 905 | +-33, 094, 67] 
Change in currencies to be sold for dol 174, 130, 905 | 131, GOS, 59 
Net total costs | 979, 513, 925 SS1, 000, 000 98, 513, 925 
tecovery of prior year costs 11, 497, 925 +-11, 497, 925 


Total appropriation or estimate 968, 016, 000 881, 000, OOO 87, 016, 000 


(a) Program costs.—The full impact of the increased program authorization 
effective January 1, 1960, will not occur until the fiscal vear 1961. Shipments 
of commodities from CCC stocks in 1960 are expected to decrease by $33,505,046 
from 1959. Reduced quantities of cotton and rice are expected to be sold in 
1960 offset in part by increased sales of wheat. Sales in 1960 from private stocks 
and freight charges on CCC and private shipments are estimated to increase by 
$44,433,370 over 1959. This reflects primarily increased sales of cotton from 
private stocks resulting from the Department’s policy of encouraging exports 
from private stocks rather than having commodities flow in and out of Govern- 
ment storage. 

Following is a breakdown of program costs: 





1960 1961 
Unit of (1959 costs 1960 estimated costs) 


measure 









wntity Amount Quantity A mount 


CCC commodity transfers 





Cotton, upland Bale__. 571, 363 $44, 969, 317 220, 000 $38, 240, 000 
Butter and butter prod | 
ucts Pound 4,677.0 1, 000, 000 620, OO 
Cheese do 479, 765 7, 000, 000 2. 450, 000 
Milk, dried do 7, 727, 163 50, 000, 000 7, 000, 000 
Barley Bushel 10, 673, 248 2,000, 000. | 3. 400, 000 
Beans, dry edible Hundred- 113, 000 | 690, 100 
weight | | | 
Corn ; Bushe] } 6, 875, 785 18, 257, 461 | 8,000,000 | 22, 880, 000 
Grain sorghums. - Hundred- | 1, 828, 756 5, 500, 247 | 2. 800, 000 9, 650, 000 
weight. j 
Oats Bushe 77, 485 169, 209 500. 000° | 600, 000 
Rye do 3, 627, 947 6, 096, 415 581, 234 1, 121, 781 
Rice, milled Hundred- 1, 912, 405 18, 876, O83 
| weight 
Rice, rough___.-- | do ee 92, 844 491, 303 | 600, 000. | 3, 174, 000 
Wheat | Bushel 48, 691, 928 187, 463,641 | 54, 600, 000 232, 050, 000 





Total commodity trans- | 
fers__ 2 : j od 


| 321, 875, 881 


5, 380, 927 








Financing private stocks and | | 
ocean freight oa | ie - 733, 690, 749 |_-- . > 778, 124, 119 
; — 
Total program costs--_---| 1, 089, 071, 676 | A 1, 100, 000, 000 






(b) Interest—The increase is due primarily to the higher average rate of interest 
paid by CCC on Treasury borrowinzs—4 percent per annum in 1960 compared 
with 2 percent in 1959—and the higher balance of recoverable costs to be reim- 
bursed from foreign currencies to be sold or used for military housing construction 
abroad. 

(c) Prior year costs —No prior year interest to recovery date is included in the 
1960 costs as was the case in 1959 when recovery of 1958 costs was received in the 


















Sales 


Rent 


the 
of t 
tior 
for 
on 

Su 
act 
yea 
Fol 


to | 


Ded 


0 net 


inder 


lows: 





16. 000 


ition 
1ents 
046 
id in 
ocks 
e by 
from 
OTts 


fern- 


10), OO 


x) (en 
1), OO 
HYCAH 
1), 000 


4), 100 


$0), O00 
i), OOF 


1), 000 


1, 781 


4, 000 
0), 000 


5, 881 
4,119 
0), 000 


rest 
ired 
jm- 
tion 


the 
the 


699 


Second Supplemental Appropriation Act, 1959, on May 20, 1959. The 1960 
appropriation was received July 1, 1959, and applied to 1959 costs. 

d) Recoveries.—The decrease in the amount of recoveries is due to lower antic- 
ipated amounts to be received for Treasury sales of currencies partly offset by an 
increase in receipts from the Department of Defense for rental on military housing. 

Following is a breakdown of the recoveries: 


1960 (1959 1961 (1960 


| 


recoveries) recoveries) 

| | 

Sales of currencies detawirena ame : oe , $89, 739,698 | $69, 159, 468 

Rental receipts -- a scacubeaet aac atid etl . ait ie 1, 478, 404 5, 006, 168 
Total recoveries Jch Ruben cucl aida delebha eke cy uoisntl ON 1 eee 


e) Change in currencies to be sold for dollars. This represents the change in 
the Corporation’s unrecovered costs to be recovered in future years from proceeds 
of the sales of foreign currencies used by other agencies and used for the construc- 
tion of military housing abroad. In computing this estimate, allowance is made 
for possible foreign exchange losses. The estimates of future recoveries are based 
on anticipated use of foreign currencies by other agencies under Bureau of the 
sudget allocations over which the Corporation has no contro!. The amounts 
actually collected, as well as the future collections, are deducted from current- 
vear’s costs and thereby constitute a reduction in the appropriation request. 
Following is an analysis of the amounts to be recovered from foreign currencies 
to be sold or used in military housing construction: 


1960 (1959 | 1961 (1960 
activity) activity) 
Amount recoverable from currencies to be sold, beginning of year. pole at $137, 967, 046 $180, 489, 355 
Estimated currencies from special appropriations to be used for reim- 
ursable purposes (after allowance for exchange loss): 
Unexpended balances as of June 30, 1960, to be converted to appro- 
priations a a ln Bat eeken taamue ied 68, 100, 000 
Proposed appropriations for 1961 for special foreign currency pro- 
rams. . a : ‘ sia ase aia ea 72, 973, 000 
From sales to other agencies and military housing. ..-...-...------.-- 133, 740,411 | 107, 223, 54] 
otal ‘ So rs re siesta didi Savon to ib ey ebaciael heli : 133. 740, 411 248, 296, 541 
Deduct recoveries during year sicodees cates ce ineaaees ake ee 91, 218, 102 —74, 165, 636 
Change in foreign currencies to be sold..........-....---..-------..- 42, 522, 309 174, 130, 905 
Amount recoverable from currencies to be sold, end of year_.--.--.-- ---| 180,489,355 | 354, 620, 260 


The increase results primarily from a proposal in the budget to authorize 
pecial appropriations in 1961 to each agency using foreign currencies for various 
specific projects heretofore considered as nonreimbursable uses insofar as CCC 
is concerned. It is contemplated that the Corporation will recover a portion of 
its costs from these appropriations as the currencies are used. 

Of the aggregate future sales of currencies, it is estimated that $114,100,000 
will be sold during the fiscal year 1961 and the remainder will be sold in subsequent 
fiscal yeirs. 

(4) An increase of $17,637 for estimated 1960 costs of grain for migratory water- 
fowl feed compared with 1959 costs.—It is estimated that 400 tons of grain valued 
at $55,000 will be transferred to the Secretary of the Interior in 1960 for use in 
preventing crop damage by migratory waterfowl compared with 336 tons valued 
at $17,363 transferred in 1959. The increase in value with the comparatively 
small additional tonnage is primarily due to the use of older crop year grains 
Which hav ca higher investment value. 
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(5) A net increase of $293,500,000 for estimated 1960 and actual 1959 unre. 
covered costs of transfers of bartered materials to supplemental stockpile compared 
with the 1960 appropriation for estimated 1959 costs, as follows: 


1960 appro- | 1961 budget 


costs) 


| priation estimate | Increase (+) 
| (1959 partial | (1959 partial or 
| costs) |; and 1960 | decrease (~ 


| 


ADOPOPETALION OF GBTIMIBDD.. 5 < once cncciwecsccccuce pareve oat $129, 000, 000 | $422, 950,000 |+-$293, 950, 000 
| 


The 1960 appropriation only partially covered 1959 costs because it was based 
on an estimate that strategic materials valued at $129 million would be trans. 
ferred to the supplemental stockpile in 1959. However, later in 1959, the Cor- 
poration and the General Services Administration, with the concurrence of the 
Office of Civil and Defense Mobilization, completed arrangements for the transfer 
to the supplemental stockpile of large quantities of materials held by the Cor- 
poration which originally had been acquired for the national stockpile. Current 
policy is to barter agricultural commodities for strategic materials only for the 
supplemental stockpile or for specific requirements of other Government agencies, 

Following is a listing of the transfers by materials: 


1960 appro- | 1961 budget 
Material priation (net estimate 
(1959 costs) (1960 costs 


Abrasive, crude aluminum oxide . Rethcihclaatancratataae Ziel $4, 000, 000 
Antimony metal 5 ‘ . —— sie : | $1, 140, 738 | 1, 400, 000 
Asbestos... . ; 600, 000 
Asbestos, chrysolite =a : conaadae saeeicin sn A, Sad Inwacneamte 
Bauxite <eicke : sie ripe | 23, 287,633 | 30, 000, 000 
Bery! or¢ . E g a ; 624, 314 |__. i 
Beryllium—copper master alloy- a : | 14,656,310 5, 600, 000 
Bismuth te sates ; | 1, 686, 791 600, 000 
Boron minerals, Turkish -__- re ie Dees c eee ee ean Le 1, 300, 00 
Cadmium gs ee s 600, 000 
Chrome ore, refractory - cs : ae ‘ > i ; 4, 500, 000 
Chrome ore, chemical grade z ; 1, 890, 000 
Chrome ore, metallurgical ‘ ‘ Joes . 2, 000, 000 
Chrome ore, metallurgical, Turkish ‘ 8, 096, 131 

Chromium metal 4, 776, 200 | i 
*hromium metal, electrolytic _-- - ; es as : 600, 000 
Chromium metal, exothermic 28 gecanme ae ; 3, 500, 000 
Colemanite, Turkish boron minerals. iii . eu seine 1, 564,606 |....-- : 
Columbite_-.-- . ; 400, 000 
Copper oa ' —_ a einem aks aaa hs GD Ans wicca 
Diamonds = Bh nes ee d 66, 721, 694 |_- c $ 
Diamonds, industrial : ae ae oie 45, 000, 000 
Diamonds, bort ; : " ; ae 6, 000, 000 


Ferrochrome baie bag ae ‘ bs 41, 522, 443 


Ferrochrome, high carbon ee ‘ ; e 59, 822, 134 | 
Ferrochrome, low carbon ‘ E ; : | ~ We ee Wee boot cece 
Ferromanganese 2 5 sea i 7 ; 4, 643,173 | 2, 000, 000 





Fluorspar, acid grade . ac ee : et 2, 654, 004 4, 000, 000 
Fluorspar, metallurgical ; : e eee | 2, 000, 000 
Graphite_ 341, 690 |_- 

Iodine- ; | 136 t5.< ‘ 
Lead __ wate 7, 209, 822 9, 500, 000 
Manganese metal, electrolytic. - E 17, 744 |_.-- 
Manganese ore, chemical 1, 407, 438 | 1, 200, 000 
Manganese ore, metallurgical 7 = es 5, 068, 237 | 12, 000, 000 
Manganese ore, natural battery i = 1, 590, 604 | 3, 000, 000 
Mercury-.----- 3, 400, 000 
Mica ; ; | 6,070, 384 | 1, 500, 000 
Palladium. | 3, 960, 806 1, 400, 000 
Raw quartz crystals | 1, 098, 784 1, 500, 000 
Selenium 435, 519 400, 000 
Silicon carbide____- | 6, 447, 386 9, 000, 000 
Thorium nitrate | &, 600, 000 
Tin metal F 15, 000, 000 
Titanium sponge 4, 889, 814 6, 890, 000 
Zine 8, 279, 629 6, 500, 000 
Adjustment of prior costs -; 
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937, 222, 443 


Total transfers ~ -- 314, . . 
185, 727, 55/ 


Unrecovered 1959 costs * an —185 





Total appropriation or estimate 129, 000, 000 422, 950, 000 
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(6) A decrease of $1,036,192 for costs of advances to Agricultural Research 
Service for animal disease eradication activities as follows: 


| 1960 appro- 


priation | 1961 budget Increase (+) 
(net) (1959 estimate or 
and prior (1960 costs) | decrease (--) 


year costs) | 


Program costs bases sis . os . $1, 008, 865 ea | —$1, 008, 865 

Interest . | 8, 746 |__- ‘ | —8, 746 

Prior-year costs (net) -__- 5 | 121,000 |_- ceceian — 21, 000 

Total costs i 1, 038, 611 ; ---| 1,038,611 

Recovery of prior-year costs (net) - ima a 1 —2, 419 | | +2, 419 
| 

Appropriation (net) or estimate___-- i ee: 1, 036, 192 | | 1,036, 192 


| 


1 Includes recovery of $18,445 received and returned to the appropriation in fiscal year 1960. 


Eradication of vesicular exanthema.—The 1960 appropriation reimbursed the 
Corporation for advances and costs incurred in transferring funds to the Agri- 
cultural Research Service in 1958 and 1959 for eradication of vesicular exanthema 
as authorized by Department appropriation acts and for eradication of brucellosis 
in cattle under section 204(e) of the Agricultural Act of 1954, as amended. Direct 
appropriations are now made to the Agricultural Research Service for these 
activities and financing by the Corporation is no longer required, resulting in a 
decrease of $1,036,192. 

(7) An increase of $106,074 for estimated 1960 costs of advances to Agri- 
cultural Marketing Service for classing cotton and grading tobacco compared 
with 1959 costs, as follows: 


1960 appro- | 1961 budget Increase (+) 


priation (net) estimate | or 
(1959 costs) | (1960 costs) decrease (—) 
OE 5 eae ee ee ee Seas puesta bs $604, 587 $715, 000 +$110, 413 
Prior-year costs_ Sn aglaees watearaen aah =a 4, 339 | sil ieottioks —4, 339 
Appropriation (net) or estimate__. 608, 926 | 715, 000 +106, 074 


| 
| | 
| 


(a) Advances.—The increase in 1960 is to provide adequate funds to pay 
for the higher quantities of commodities estimated to be classed or graded than 
was the case in 1959. Under the Smith-Doxey Act of 1937, farmers organized 
to promote improvement of cotton are eligible for free classing service. Under 
the Tobacco Inspection Act of 1935 tobacco producers selling tobacco at des- 
ignated auction markets are eligible for free inspection and grading service. 
The class of cotton or the grade of tobacco placed on the commodity by a Federal 
cotton classer or a Federal tobacco inspector is accepted as evidence of quality 
when producers place their commodities under loan or offer them for sale to the 
Commodity Credit Corporation. 

If these programs are to operate effectively, and to be of maximum benefit to 
producers, it is necessary to maintain (a) a force of tobacco inspectors large enough 
to grade the tobacco on all auction floors prior to sale, and (b) a cotton classing 
organization which is capable of getting classification returns to producers 
promptly. 

Based upon information now available, the demand for these services in fiscal 
1960 is expected to exceed that which can be provided from available appropria- 
tions and other anticipated funds. In order to insure a prompt efficient service, 
funds are advanced from Commodity Credit Corporation under authority con- 
tained in the Department of Agriculture Appropriation Act, 1952. 

Portion of funds advanced in 1959 and 1960 to be repaid.—The following table 
shows the total amount expected to be advanced from Commodity Credit Cor- 
poration for the classing and grading work and the portion of this amount which 
is attributable to the cost of classing or grading cotton and tobacco placed under 
price support to be borne by the Commodity Credit Corporation. Since the 
cost of classing cotton placed under price support is estimated to be in excess 
of the amount advanced, no repayment is anticipated from the cotton advance. 
This appropriation estimate represents the net amount needed to reimburse the 





Corporation for providing funds for these services for the quantities not going 
under loan. 


a _ — _ —— ———— —_—— $$ —$__— a - ‘ 


1960 appropri- | 1961 estimate 
ation (net) (1960 costs) 
(1959 costs) 


Cotton: 
Total number of classings by Federal employees__.............------ 16, 520, 319 | 17, 500, 000 
Cost of classings : : sce — fineee $3, 691, 899 $4, 135, 250 
Average cost per classing cents 22. 35 23. 63 
Total bales classed under Smith-Doxey Act going under loan--_-___--- 6, 800, 207 , 105, 000 
Advance from CCC a i i = Benin: $1, 550, 925 $2, 250, 000 
Less: Cost of classing loan cotton_.- =e ‘ Zs 1, 519, 683 2, 624, 111 


To be repaid CCC cae 5 31, 242 |. bs 
Excess cost borne by Agricultural Marketing Service BN 374, 
Tobacco: 
Total quantity inspected and graded at auction markets_-_-_pounds , 768, 548, 576 , 850, 000, 000 
Cost of inspection at designated markets e a : $2, 716, 988 | $2, 857, 000 
Quantity placed under loan____- a. .....- pounds. - 166, 185, 929 | 220), 000, 000 
Percent placed under Joan.__-- a x " oes 9.4 11.9 


Advance from CCC cee gee ad eT ae, 3 $828, 660 | $1, 055, 000 
Less: Cost of inspecting loan tobacco. ers 7 ~— 255, 315 | 340, 000 


To be repaid CCC_-. eee tne pe ekccietns 573, 345 715, 000 


Total amount to be repaid CCC: 
Cotton ase eae yess 31, 242 ie 
Tobacco j eee eae 573, 345 715, 000 


Net advances : tla ates alas 604, 587 715, 000 


(b) Prior year cosis No prior vear interest to recovery and other net costs 
are included in the 1960 costs as was the case in 1959 when recovery of 1958 
costs was received on May 20, 1959. The 1960 appropriation was received July 
1, 1959, and applied to 1959 and prior vear costs. 

(8) A decrease of $25,412,562 in the unobligated balance of the 1960 appro- 
priation: Because of the need to relieve the burden on CCC statutory borrowing 
authority for costs of special activities, a change in the timing of the appropriation 
was approved for the 1960 appropriation to reimburse the Corporation for 1959 
costs a year earlier than had been the practice heretofore. Therefore, the appro- 
priation was computed on an estimated basis since actual costs for 1959 could 
not be determined until after the close of that fiscal vear. It was stated that 
only the amounts due would be paid to the Corporation from the appropriation. 
Amounts not needed to reimburse the Corporation would remain in the appro- 
priation and would revert to the Treasury. This will be done with respect to 
the $25,412,562 which remained unused in the fiscal vear 1960 appropriation. It 
was also stated that should actual 1959 costs exceed the appropriation made in 
1960, the necessary additional amount would be included in the appropriation 
requested in the fiscal year 1961 for 1960 and prior vear unrecovered costs. 


Mr. Marsuauu. The request is in the amount of $1,468,742,000. 
You have covered that in your general statement? 

Mr. Beacu. Yes. This is a reimbursement for 1960 estimated 
costs. This, of course, is to be considered in connection with the dis- 
cussion we had of borrowing power because it also restores CCC 
borrowing power. 

Mr. MarsHauu. I wonder if you could discuss the basic authority 
for each item? 

Mr. Beacu. We have a statement which shows the basic authorities. 
It is all outlined on pages 693 and 694. 


BASIS FOR ESTIMATES 


Mr. Marsnatu. I wonder if you could tell us how the amounts of 
these items are computed? 
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Mr. Breacn. They are based on the best estimates of the amounts to 
be used in this fiscal year. In the case of the International Wheat 
Agreement, it is based on wheat to be exported at the estimated sub- 
sidy price. In the case of famine relief to friendly people and title I 
of Public Law 480, it is based on estimated shipments, substantial 
parts of which have been programed. 

Mr. MarsHa.t. Insert in the record the explanation of how the 
other items are computed. 

Mr. Beacu. Yes, sir. 

(The information follows:) 


EXPLANATION OF Basis OF EsTIMATES FOR REIMBURSEMENT TO CCC For Costs 
or Spectra, Activitres OTHER THAN THOSE MENTIONED ABOVE 


Sales of surplus agricultural commodities for foreign currencies are based on 
the value of CCC commodities to be delivered and costs to be incurred to finance 
sales from private stocks and for ocean transportation. Estimated amounts to 
be recovered under this program through sales of foreign currencies for dollars 
and from rental receipts from military housing are deducted from these costs in 
computing the appropriation estimate. 

Transfer of CCC grain to Interior for migratory waterfowl feed is based on 
estimates provided by the Department of the Interior of the quantities of grain 
to be requested. The estimate covers the investment of the Corporation in the 
grain. 

Transfer of bartered materials to supplemental stockpile is based on the value 
of materials estimated to become available to the Corporation through deliveries 
under current or prior barter contracts and to be transferred to the supplemental 
stockpile. 

Grading and classing activities are based on the estimated amounts to be 
required by the Agricultural Marketing Service to provide the free cotton classing 
and tobacco grading service on those commodities which are not placed under 
price support. 

Mr. MarsHauu. I wonder if you would discuss at this time the 
transfer of bartered materials to the supplemental stockpile and why 
we should discuss this in the agricultural bill? 

Mr. Breacu. This is a question of reimbursement to the Corpora- 
tion for transfers to the supplemental stockpile. Had this been trans- 
ferred to the national stockpile we would presumably have been reim- 
bursed from another appropriation, but inasmuch as it was transferred 
to the supplemental stockpile it has been included in this bill. 


STRATEGIC AND CRITICAL MATERIALS IN CCC INVENTORY 


Mr. MarsHauu. I wonder if you would furnish us a list of strategic 
and critical materials in CCC’s stockpile? 

Mr. Bracu, We have that. This is a list of strategic and critical 
materials in CCC’s inventory as of December 31, 1959. 

Mr. MarsHauu. Without objection that will be included in the 
record at this point. 

(The list follows:) 
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Strategic and critical materials in CCC’s inventory as of Dec. 31, 1959 


Material Unit of 
measure 


4A brasive, crude aluminum oxide .| Pound 
Antimony metal ‘ i do. 
Asbestos 

Amosite babbabe do . 

Crocidilite cas do 
Bauxite___- j do 
Beryllium copper master alloy : do 
Cadmium ; - c do 
Chrome ore, chemical grade - do 
Chromium metal - do 
Colemanite, Turkish boron minerals ‘ do 
Diamonds J Carat 
High carbon ferrochrome . : Pound 
Low carbon ferrochrome do 
Ferromanganese an : do 
F]uorspar 

Acid grade ‘ , spthtnkes see ae 

Metallurgical pivietenttareeie& 4 Oss. 
Lead noe ¥ : ae al EN ..do . 


Manganese ore 


Chemical grade buchintAinaedawet Giicteseal 
Metallurgical ; : ; do_. : 
Natural battery Kotte ; a a | 
Mica e — do uf 
Palladium : Troy ounce-____| 
Quartz_____- —s Pound 
Selenium _- : do. 
Silicon carbide___- 3 . do_. 
Thorium nitrate -__- ‘ ‘ . nee 8 sec bseial 
oh oes 2 brent ees : rar do... | 
Titanium sponge i ..do. é 
Turkish metallurgical chrome ore a ..do 
ae es 7 ae ..-do 


TtGh. ok ck - 


intity 


, 720 


, 101 


200 


, 500 
39, 598 
), O76 
3, 600 
, 200 
, 433 
, 600 
i, 264 
2, 380 
91, 370 
2, 440 


.000 | 
56, 780 


, 217 


2,140 
3, 800 
51, 900 


s97 


0, 155 
1, 926 
» 232 
, 660 
,914 
, 069 
, 000 
44, 132, 324 


35, 538, 228 





3, 040 
, 966 


747 
), SAS 
, 050 
2, 384 
), 942 
, 582 
3, 806 
477 
96, 439 

5, 452 
2, 634 
, 916 
, 290 
, 167 
, 560 


49 
315 
500 
251 
843 
Rh4 
890 


810 


QOS 
354 
O00 


1, 202, 446 
4, OF 9, 720 


52, 730 








Progt 


Fina 


Tot 
Full 
Ave 
Nul 


O8, 
26, 888 
30, O50 
42, 384 
46, 942 





10, 916 








ADMINISTRATIVE EXxpENnsss, CC 


Program and financing 


| 
1959 actual 


Program by activities: 





1. Price support program. ; eit J $34, 462, 890 
2. Commodity export program ‘ os : 1, 333, 551 
3. Storage facilities program Pe , : 1, 643, 056 
4. International Cooperation Administration services lkeaee : 
5. Special milk program . (PERE ere Su ee 640, 500 
6. Adjustment to prior year costs_. = : : — 480, 952 

Total program costs_. ‘ 37, 590, 045 


7. Relation of costs to obligations: Obligations incurred 


for costs of other years, net 657, 338 


Total program (obligations) : 38, 256, 383 


Financing: Unobligated balance no longer available___._- 1, 343, 617 


Limitation . ‘ ‘ ‘ 39, 600, 000 
Proposed increase in limitation due to inereased pro- 
gram volume 


Object classification 


1959 actual 


COMMODITY CREDIT CORPORATION 
Total number of permanent positions___-- “i ; 5, 067 
Full-time equivalent of all other positions__- 14 
Average number of all employees _ 4,435 | 
Number of employees at end of year ete r 4, 522 
Average GS grade and salary naib : 6.1 $5,338 
Personal services 
Permanent positions.................<< fees $22, 587, 574 
Positions other than permanent F en ee 40, 620 
EIRP TETOOEE CONV IOOR «a = acnennnnccencccudeccsdwncawe 769, 941 
Total personal services eniuubhneatsadéate ‘ 23, 398, 135 
02 Travel detest maneuack dacleaaliies si cluniaaiamealad 871, 730 
(3 Transportation of things__-- . : a = i 163, 526 
D> INIA a a 991, 001 
05 Rents and utility services____- eee haeacacee 6 4, 297, 392 | 
06 Printing and reproduction ---_-_.--- Sais asekdaainanea tiie 1, 062, 104 
07 Other contractual services ee es hata 571, 184 
Services performed by other agencies__--.---- } 4, 560, 200 | 
08 Supplies and materials a I aria a ake tinted 901, 420 | 
ll Grants, subsidies, and contributions. - 1, 371, 168 
13 Refunds, awards, and indemnities___- + ks sodas 33, 360 


15 Taxes and assessments. ‘ 35, 163 


Total, Commodity Credit Corporation._..._....-- ---| 38, 256, 383 


;, @ 


1960 estimate 


$39, 204, 
1, 695, 
1, 750, 


658, 


100 
600 
200 


100 


43, 398, 000 | 


43, 308, 


535 , 


1, 933, 


42, 000, 


000 


000 


000 


1960 estimate 


oO, 


a, 


5.9 $5, 


$25, 320, 
1, 129, 


773, 


43, 398, 


1961 estimate 


535 | 


341 
702 
315 
032 
835 


221 


, O88 
- 000 
5, 000 
, 000 
», 000 
4, 000 
, 700 | 
, 300 
. OO 
. 000 
, 000 
, 912 


000 


5, 386 


$39, 372, 500 
1, 708, 700 
1, 763, 700 
1, 000, 000 

658, 100 


44, 503, 000 


44, 503, 000 
3, 925, 000 


48, 428, 000 


1961 estimate 


} 


| 





$25, OSY, 123 
1, 129, 835 
O89, 442 
26, 908, 400 
1, 128, 000 
175, 000 
921, 000 

5, 375, 000 
1, 104, 000 
760, 700 

4, 944, 300 
510, 000 

1, 532, 000 
74, 000 

70, 600 


43, 503, 000 
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Object classification 


| 1959 actual 


ALLOCATION TO INTERNATIONAL COOPERATION ADMINISTRATION | 


Total number of permanent positions__--_- 
Average number of all employees ‘ 
Number of employees at end of year___...-_- 


Average GS grade and salary _- 

Average grade and salary esti ablished by the Foreign Service 
Act of 1946, as amended (22 U.S.C. 801-1158): F oreign Service 
Reserve-__. i 

Average salary of ungraded positions__....-- wie diese aso | 

01 Personal services: 

Permanent positions 5 
ERIE ETIONIET WOT VIOOE oaks occ kein decd cc cccncc ceeds 


1960 estimate | 


1961 estimate 





Total personal services 
Travel 
Transportation of things__-- ee : ‘ 
Cc ommunice ation se TV Sl ccissgneteuhetisacadannanicucnaden 





P rinting and eauiation, - 
Other contractual services 
State support ; 
Supplies and materials___- 
Grants, subsidies, and contributions_- 


Total, International Cooperation Administration --- 


Total obligations..............- 








INFORMATIONAL FOREIGN CURRENCY SCHEDULE 


TRADE 
OF 1954 


FOREIGN CURRENCY, AGRICULTURAL DEVELOPMENT 


[All amounts stated in U.S. dollar equivalents] 


Program and financing 


AND 


13, 700 
20; 500 


1, 000, 000 


44, 503, 000 


ASSISTANCE ACT 





Program by activities: Audit and end-use checks on food com- 
modities donated abroad (total obligations) -....- a eee as 
Financ ne: Authorization to expend foreign currency rece ipts 
(7 U. NN Arie i ik es tactician aioe sind amare mee & amie 


Object classification 


1959 actual 


ALLOCATION TO INTERNATIONAL COOPERATION ADMINISTRATION 


Total number of permanent positions_..........-...-------.-- 
Average number of all employees - 
Number of employees at end of year.............-.--- ee 


Average salary of ungraded positions_-..........--.---..-.-.-- Re ean | 
01 | 

02 
05 
07 
08 


Personal services: Permanent positions 
Travel- 

Rents and utility services_............- 
Other contractual services_-_-_- 
Supplies and materials 

I Sa cacmninncawncenncnaed Debates 5) 


' 


1960 estimate 


1960 estimate 


167 
48 
65 
$1, 113 


15, 000 
18, 000 


8, 000 | 


$54, 000 





1961 estimate 


1961 estimate 


—— eee 








timate 


490, 700 
205, 900 
87, 300 

5, 800 
63, 400 

2, 500 
2, 300 
67, 900 
13, 700 
20, 500 


)00, 000 





503, 000 





ACT 


timate 








imate 
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Analysis of expenditures 








1961 estimate 





1959 actual | 1960 estimate 
ee 




















iiieated Talas0e WORts OF PORE... ....-..nasensanndadcbsccscaselcoucsnsensesee | cainsiphahinnme $5, 000 
CPUSRLIGRS STO GMINA GUC FOOL 5 dncomandshedvedundisncnalehauwaswobedes Pe ON Lic avawcenscan 
Easels DRINDDR ONGOl VOR! 3 cc udcccncnensepdudacdseuneacel tenacaspasusee ON a as 
PE ccttncaddanknnndacduduwicke sabuaudencotncdadl mancnaawenwans | 95, 000 5, 000 
Status of unfunded allocations 

| 1959 astual | 1950 estimate | 1961 estimate 

sda tin aie nminatbcinans i a a 7 eas —| niall laine 
a i A NE oekaki ae waa this dba iiad takai | $100, 000 be kahit ies 
Transfer into agency acc NS. </.ck I toed ss ee ede a ace 100, 000 |....--.-.----- 


| 








Mr. Wuirren. We now have the estimates for administrative 
expenses. 
JUSTIFICATION OF THE ESTIMATES 


At this point, I should like page 318 of the justifications, volume 2, 


put in the record at this point. 
(The page referred to follows:) 


ADMINISTRATIVE EXPENSES, COMMODITY CREDIT CORPORATION 
, 


ASUTOOTGGtION AGt; TOnes see te cew arsed es Se aes $42, 000, 000 
rroposed increase in limitation, 19000... =. 5. o2.0 e 800, 000 
OMe fOr TOG 8 ee SI) CR at De a “42, 800, 000 
SGD CRUITIUG, SO No 5U wick mere edie eee hiwe axes wielleaitaa eens os 48, 428, 000 
RMR NR ae Ne +5, , 628, 000 


Summary of increase, 1961 


Increase in estimated price support operstions_-__- ~~. Js—e----- +9845, 500 
Increase for service in connection with donation of CCC commodi- 

ties abroad under see. 416, Agricultural Act of 1949, as amended__ +1, 066, 000 
For employee health benefit costs pursuant to Public Law 86-382. +326, 500 
Increase to provide a contingency reserve to enable the C orporation 

to meet unforeseeable increases in workload__..._.........- ~~ +3, 390, 000 
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Project statement 








Increase or decrease 


1960 (esti- Health | 1961 (esti- 
Project 1959 | mated) benefit mated) 
costs Other 
Public 
Law 


| | 
} (86-382) | 
| | 


Price support program.______- __.._.|$34, 639, 276 |$38, 161, 100 +-$299, 900 +$911, 500 |$39, 372, 500 


i. 
2. Commodity export program -- 1, 333, 551 1, 695, 600 13, 100 |. .nccsace<) . ae 
3. Storage facilities program - 1, 643, 056 1, 750, 200 +13, 500 - a 1, 763, 700 
4. ICA services incident to donations of 
commodities under sec. 416, Agricul- 
tural Act of 1949 . i ; +-1,000,000 | 1,000, 00( 
5. Special milk program __._....__- al 640, 500 658, 100 |_. 2B ac “ a 658, 100 
Subtotal !_......_. ae | 38, 256,383 | 42, 265,000 +326, 500 | 4-1, 911, 500 44, 503, 000 
Unobligated balance and contingency re- 
servi : 1, 343, 617 2 535, 000 \ +3, 390,000 | 3,925,000 
Total employee health benefit costs (Pub- 
lic Law 86-382) - oe Ee ee ts é ery SR a toe oa seM DONE Eo ohn (336, 167 
Subtotal a 39, 600,000 | 42, 800, 000 +-326, 500 |+5, 301, 500 | 48, 428, 000 


Proposed supplemental to increase the | 
limitation for 1960, included above. 5 Ace . ...| —800,000 


600, 000 | 42,000, 000 i 


Total limitation or estimate - -- .| 39, 


1 Represents obligations. Applied costs for 1959 are $37,599,045. The difference of $657,338 reflects, 
primarily, adjustment of prior year obligations and the excess of printing orders made in 1959 over printing 
received during that year. 

2 The limitation includes $535,000 applicable to the $1,000,000 special limitation for sales expansion, which 
it is estimated will not be obligated in fiscal year 1960 or 1961. 


REASON FOR INCREASE REQUESTED 


Mr. Wuitrren. The request is for an increase of $5,628,000. I 
mention for the record again that this is in effect a limitation on that 
part of the funds of the Commodity Stabilization Service that can 
be used for administrative funds. I should like for you to discuss the 
workload and tell us why you need this extra money. 

Mr. Beacu. Sir, of the total of $5,628,000, $1,911,500 is for in- 
creases in programs in 1961, of which $845,500 is for the price support 
program. 

We anticipate that $715,500 of that will result from direct overall 
increases in the volume of price support operations, particularly in 
cotton, the heavy workload of the new cotton purchase program con- 
tinuing in 1961. We expect acquisitions of grain will be heavier in 
1961 than they were in 1960, primarily because of the large corn for- 
feitures. We expect wheat loans, acquisitions, and disposals in 1961 
to exceed those in 1960. 

Mr. Wuitren. Mr. Beach, I understand what you are saying, but 
it sounds like you are supporting the committee’s belief that the soil 
bank has not worked. Would you care to comment on that or would 
you rather stick to facts and figures? 

Mr. BerGcer. He would rather stick to facts. 

Mr. Breacu. There is one phase of the workload that will increase, 
and that will be on reconcentrations of commodities. 

We have had a minimum of that this past year. We will acquire 
more grain next year which will cause us to move out of country 
houses into terminal houses. 

That is a very expensive operation in the commodity offices. 
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We also are including $130,000 for audits of the sales and purchase 
agents under the cotton program. We will have approximately 11,000 
agents—9,000 purchase agents and about 2,000 sales agents. We 
have them at the present time, some of whom are the same people. 
It is necessary that we keep separate accounting control on each one 
of those people for every bale of cotton they handle and they have to 
be audited. 

So far we have had a rather nominal type of mistakes, but they have 
to be checked, nevertheless. 


NEW POSITIONS REQUESTED 


Mr. Wuirren. How many new positions do you propose for 1961? 

Mr. Beacu. Our total employment for 1961, estimated, is 4,971 
permanent employees. The total, including all transfers to State 
offices, et cetera, is 5,942. That also includes the ICA item. 

That would compare with 5,865 for 1960. 


COMMODITY PRODUCTION UNDER PRICE SUPPORT UPON WHICH 
ESTIMATE WAS BASED 


Mr. Wuirren. What is the estimated production of the various 
commodities with which vou deal in price supports? 

Mr. Breacu. We have those here if you would like to go through 
them. 

Mr. Wairten. We would like to have them for the record. 

Mr. Beacu. We can give you the underlying production estimates. 

Mr. Wuirtren. Is that programed by commodity? 

Mr. Beacu. Yes. 

The information requested follows:) 


Estimated production of commodities under price support on which 1961 budget 
estimates were based (1960 crops) 





| 
} Unit of measure Production 
(thousands) 


Commodity 


Basic commodities: 


Soy beans __ waite ‘ .| Bushel 


Corn eseaiiee souls Bushel----- 4, 100, 000 
Cotton: | | 
Extra long staple_-_-- . Bale__- F | 68 
Upland_._. 4 : do ; : 14, 550 
Peanuts Pound 1, 668, 000 
Rice = | Hundredweight 51, 000 
Tobacco ; Pound 1, 856, 000 
Wheat Bushel * 1, 200, 000 
Mandatory nonbasie commodities: | 
Barley..__- ‘ ; do... Z 435, 000 
Honey_.... . | Pound. ; 238, 000 
Milk do 125, 800, 000 
Oats ‘ ; | Bushel | 1, 150, 000 
Rye . do 27, 800 
Sorghums, grain do 540, 000 
Tung oil : Pound 40, 000 
Wool Pound (clean basis) 136, 000 
Mohair Pound | 23, 000 
Uther nonbasie commodities | 
Beans, dry, edible aa ..-| Hundredweight | 18, 000 
Cottonseed 7 - Ton 6, 024 
Flaxseed ; Bushel 36, 000 
Naval stores: | 
Rosin ce ' Drum 1,810 
Turpentine i Gallon 31, 000 
550, 000 
| 
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TRANSFER TO ICA 


Mr. Marsuauu. And will you discuss the transfer of $1 million to 
ICA for administrative audit and so forth? 

Mr. Beacu. I believe we have some folks from the ICA to discuss 
this with you. This is primarily for end use checking of donations 
to U.S. voluntary agencies for overseas distribution. 

Mr. Grant, do you have folks here from the ICA to discuss this? 

Mr. Grant. Mr. Chairman, the budget estimate for this item in- 
cludes $1,066,000 to cover administrative costs in connection with 
commodities donated abroad under section 416 of the Agricultural 
Act of 1949, as amended. This item consists of two parts. One part 
is the Washington overall administration of the program within the 
Department of Agriculture which is carried out by the Agricultural 
Marketing Service, and for which the estimate includes $66,000. Mr. 
Howard P. Davis, Deputy Director of the Food Distribution Division 
of the Agriculatural Marketing Service, can discuss that part. 

The major portion of the estimate consists of $1 million which 
would be transferred to the International Cooperation Administration 
for programing in Washington, field administration, and the audit and 
the end use checks of the distribution of these commodities. Mr. 
Roger Stewart of the ICA is here, along with Mr. Sidney Moore of 
the Audit Division and Mr. Clayton McAllister of the Budget Divi- 
sion. 

I believe Mr. Stewart can explain what is involved in the $1 million 
estimate. 

Mr. MarsHauu. We will be glad to hear from you at this time, Mr. 
Stewart. 

Mr. Stewart. | have a brief prepared statement on this subject, 
Mr. Chairman. 

Mr. Marsuauu. We will be glad to hear from you. 


GENERAL STATEMENT 


Mr. Srewart. Mr. Chairman and members of the committee, as 
you have indicated, the Department of Agriculture has requested the 
ICA’s assistance in the administration of that part of the section 416 
program under which surplus foods are donated to U.S. voluntary 
agencies for oversea distribution. 



















OVERSEA PROGRAM 





OF VOLUNTARY AGENCIES 





This oversea program of the voluntary agencies has developed into 
an operation of quite substantial magnitude and importance. — It uses 
the services of 20 U.S. voluntary agencies and 2 international organi- 
zations to reach about 60 million needy persons overseas. In terms of 
commodities, the program has increased from 24 million pounds in 
fiscal year 1953 to its current level of just short of 2 billion pounds 
annually. 

Coinciding with this rapid expansion of the program, there has been 
a steadily increasing recognition by the U.S. Government as well as 
the American public of the value of this type of program as a part of 
the U.S. overall effort to promote world stability and peace. We 
receive a large volume of correspondence on this subject, most of it 
revealing a widespread belief that the program of U.S. surplus food 
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donations abroad should be expanded and, generally speaking, the 
public favors doing that through the voluntary agencies 

During the past 2 or 3 years, the U.S. Government itself has in- 
creased its interest in this program. This has been due in part to a 
recognition that the voluntary agencies are doing a commendable job 
in foreign public relations and are thereby contributing substantially 
to achieving U.S. foreign policy objectives. It has become increas- 
ingly apparent that oversea food distribution through U.S. voluntary 
agencies rather ideally demonstrates the willingness of the United 
States to act in behalf of underprivileged people. These efforts con- 
tribute to the internal stability of foreign countries and thereby to 
U.S. security. 


NEW PROBLEMS ARISING UNDER FOREIGN DONATION PROGRAM 


On the other hand, this very sharp expansion of the program, its 
growing dependence on the continued availability of U.S. surpluses, 
and an increasing number of reports of black marketing and other 
abuses have posed new problems of policy and administration to which 
the executive branch has had to give increasing attention. 

The executive branch has had to deal with such questions as how 
far and in what circumstances can donation programs of this nature 
be expanded in any given country without creating overdependence 
on the United States and the danger of repercussions adverse to U.S. 
interests if and when U.S. assistance must later be withdrawn. Should 
we utilize our surplus commodities—for example, dry milk—to under- 
take nationwide child feeding programs in foreign countries without 
seeking some assurance that the cooperating government will continue 
the programs when our supplies are no longer available? To what 
extent should we be willing to undertake large-scale feeding of indigent 
families if the cooperating country is making little or no contribution 
to their welfare beyond paying the internal costs of distributing U.S. 
surplus foods? 

Other questions include whether or not we should take precautions 
to assure that each voluntary agency program operating in a given 
country is consistent with overall U.S. objectives in that country? 
Should we by Government action encourage voluntary agencies to 
initiate programs or intensify efforts in countries where it would be 
in the U.S. interest for them to do so? Conversely, should we en- 
courage voluntary agencies to disengage from programs in economi- 
‘ally viable countries which are able to support their own indigent 
population? 

Most of these questions, of course, are not subject to flat “‘yes”’ 
or “no” answers, but they do illustrate why, considering the current 
magnitude of the program, it is necessary to give greatly increased 
attention both to policy matters and program administration. 


INFORMAL ASSISTANCE GIVEN TO USDA 


For a time, ICA endeavored on an informal and time-available 
basis to assist the USDA in the administration of the program. 
In this way we became associated with the program. Questions 
on field administration were directed to us and despite the fact that 
we were not officially responsible, we had to assume a major part of the 
responsibility when program deficiencies or commodity diversions 
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were reported. This led to our devoting increasing amounts of time 
to the program at the sacrifice of time needed on programs for which 
we were directly responsible. 

ICA at one time sought to withdraw entirely from the administra- 
tion of the program, but this proved not to be feasible because, as the 
Department indicated, it does not have the facilities abroad to take 
over the detailed administration which the program requires. 


RESPONSIBILITIES OF PUBLIC LAW 480 LIAISON BRANCH IN ICA 


The remaining part of my statement is confined to responsibility of 
my branch in the conduct of the program. I will address myself to 
that and Mr. Moore will pick up the audit functions. 

My branch gives policy and technical direction to the program 
within the overall policy directives issued by the Interagency Com- 
mittee for Agricultural Surplus Disposal and within USDA’ regula- 
tions. We advise the US. voluntary agencies of the Government 
policies and procedures which affect their programs; instruct them 
regarding the schedule, form, and content required for submission of 
their annual program plans and commodity requests; consult with 
them if we disagree with their proposed plans and requirements; and 
maintain liaison with them throughout the year on the conduct of 
their oversea food distribution programs. 

We are responsible for screening and evaluating their 200 or more 
separate program requests, for adjusting them when necessary, for 
clearing them with other interested agencies, and for advising each 
voluntary agency of the decisions reached on each of its programs. 
We maintain control records on program submissions and program 
approvals and on the implementation status of each program. 

We also supervise technically the field staff functions relating to 
the program effort. Our people in the field who are resonsible for 
this function coordinate the several voluntary agency programs that 
operate in a country with other U.S. programs operating in that 
country and with the cooperating government. They also, at the 
country level, screen and evaluate each voluntary ageney’s annual 
plans and commodity requests and send their recommendations to 
the Washington office. 

Then they follow up on the programs to make sure they are fune- 
tioning properly. 

They have special followup responsibilities such as in case program 
deficiencies are discovered, in case commodity spoilage occurs which 
may require disposal or other special handling, and so forth. 


NEED FOR BUDGET REQUEST 





This committee, | suppose, is interested in how well these matters 
have been handled in the past. The facts are we have not been able 
to handle them as well as we believe is desirable. As I indicated 
earlier, this program has grown up around us, not only in magnitude 
of coverage but also in the development of explicit policy directives 
which require more diligent program administration. To a large 
extent the operation has been one of trying to “put out fires’ as they 
occur. In many of our foreign posts we have not been able to desig- 
nate personnel, one or more persons, who would have the specific 
responsibility of “riding herd’”’ on this program. Our field visits to 
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oversea missions for these purposes are lagging far behind field 
requests. We have been unable to assign auditors to certain import- 
ant programs where the need for such was apparent. 

Despite these problems, we have been doing our utmost to keep this 
program operating in a manner which will not bring diseredit to the 
United States. The Department of Agriculture has been aware of 
our difficulty and has been as helpful as it could. The voluntary 
agencies have been extremely understanding and cooperative. As a 
result, we have been able to keep the program moving. We have 
helped to develop good policy guidance with reference to it, and our 
people in the field generally are much better informed than they were 
a year ago. 

ICA is willing to continue to devote the necessary time, without 
charge to the USDA, of our policy level personnel, administrative 
personnel, ICA desk officers, and others who are required to devote 
some attention to the program. But the facts are that the program 
has become so large and time consuming that we cannot with our 
current staff perform the services that the Department of Agriculture 
is requesting. 

Actually, we have no desire to continue our association with the 
program if we cannot handle it in the manner which Congress and the 
public have a right to expect. Actually, we believe that in the longer 
run the annual cost will somewhat exceed the amount of $1 million 
which has been included in the budget request for this year. However, 
we consider this amount to be adequate for fiscal year 1961. 

For the record I would note that ICA has not requested any funds 
for the administration of the section 416 program in its own request 
for administrative expenses under section 411(b) of the Mutual 
Security Act of 1954, as amended. 


BREAKDOWN OF BUDGET REQUEST 


Of this $1 million requested, $256,600 will be required for those pro- 
graming functions, including $54,500 for seven positions in Washing- 
ton and $202,100 for personnel and services overseas. | referred to 
seven positions in Washington. The $54,500 is based upon 6 man- 

‘ars which takes account of some lag in time for hiring people. 
The funds requested for overseas will cover the cost of 12 man-years 
of employment, six Americans and six foreign nationals. Actually, 
the annual requirement, as we now see it, for field personnel is esti- 
mated to be 24 man-years, 12 Americans and 12 nationals, but we have 
assumed a 6-month lag in employment for oversea personnel, and 
therefore, the estimate for 1961 has been reduced. 

With these funds we would expect to assign personnel in each of our 
Oversea missions to be specifically responsible for this program. In 
total, our missions would be spending more time on the program than 
we have included in the request for reimbursement. This arrange- 
ment may mean that some of the persons who would be employed 
under this arrangement would not necessarily spend full time on only 
the section 416 program, but the time spent by other mission per- 
sonnel on this program would substantially more than offset the time 
which these people might devote to other duties such as, for example, 
tie title LI of Public Law 480 program. 
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That concludes my presentation, Mr. Chairman. Mr. Moore is 
here from the Audit Division. Do you prefer to ask questions before 
I leave or after Mr. Moore has presented his statement? 

Mr. MarsHa.u. We are privileged in having a very distinguished 
Member of the Congress, Mr. Natcher, as a member of this committee 
who also is serving on the Committee on Mutual Security Appropria- 
tion. I shall yield to him at this time. 

Mr. Natcuer. Thank you, Mr. Chairman. 


FUNDS AVAILABLE TO ICA 


Mr. Stewart, this $1 million transfer request causes me some con- 
cern. As you "know, over the years the ICA has never lacked or 
needed administr ative expense money that was not granted. Be- 
ginning in the year 1956, the ICA received $33,500,000 for general 
administrative expenses, and that has increased over the years until 
we are now up to a request for $40 million for fiscal year 1961. 

Mr. Stewart, as you well know, this money is used by the ICA in 
Washington and in 65 oversea locations for administering economic 
assistance programs and by the Department of State for personnel 
involved in coordinating and conducting policy review of the entire 
mutual security program in Washington and abroad. 

In addition to this $40 million request which is being made for the 
present fiscal year 1961 by the ICA for general administrative ex- 
penses, as you well know, we have a number of requests which are 
being made wherein additional money could be used, in my opinion. 

None of the figures I am about to give, Mr. Chairman, are classified. 

Under technical cooperation for the present fiscal year the request 
is for $172 million. This is an increase of $22 million. 

Under the United Nations expanded program for technical assist- 
ance, the request is for $33 million. Here is an increase of $3 million 
over the amount appropriated for fiscal vear 1960. 

Also, Mr. Stewart, under the technical cooperation programs of 
the Organization of American States we have a request for $1,500,000. 

Then dropping down to the United Nations Children’s Fund, we 
have a request for $12 million. This, by the way, is the same amount 

requested for the fiscal year 1960, and the amount that was granted. 

We have the United Nations Relief and Works Agency request 
totaling $18,500,000. 

Then we have ocean-freight charges, with the request being 
$2 million. 

All of these different sections and divisions of the mutual security 
program and the amounts that I have pointed out to you, Mr. Stewart, 
apply either directly or indirectly to the type of work you are doing 
and the type of work which is being administered by you and your 
associates. 

I am just wondering why this $1 million transfer should be gr ‘anted, 
Why is it necessary? All through the mutual security program each 
year the program develops and the justifications are made for the 
money under the foreign aid program. We have increases in all of 
these fields that I have pointed out to you which would make this 
request for $1 million seem to me to be unnesessary. What have you 
to say about that, Mr. Stewart? 

Mr. Srewart. Mr. Congressman, I am familiar with the require- 
ments for this particular program. I am not familiar with the 
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budget items you mentioned with regard to the ICA program. [ 
would comment in general that the budget items included in the ICA 
legislation are the amounts which my agency regards as its essential 
requirements for those particular items. Those particular items are 
not available for the conduct of this program, and the item which the 
Department of Agriculture has included here was determined to be the 
minimum amount required to cover this particular function. 

Perhaps Mr. McAllister, who is behind me, can comment on ques- 
tions respecting the ICA budget. 

Mr. Narcuer. Before we hear from Mr. McAllister, let me make 
this observation and then ask you another question. 


ACCOUNTING FOR TRANSFERRED FUNDS 


Certainly as a member of this subcommittee and also as a member 
of the Subcommittee on Foreign Operations, I know and believe that 
the program we now carry on under section 416 wherein surplus food is 
donated by the United States for oversea distribution is a fine pro- 
gram. We have no argument there, none whatsoever so far as I am 
personally concerned. I think it is a fine program, and it is a fine 
way to dispose of surplus commodities. Certainly it not only helps 
American agriculture, but I think it helps our foreign policy program. 

Assuming that this million-dollar transfer were made, how would 
this money be accounted for? Would it be turned in direct to ICA? 
Would there be a commingling or would there be a separate accounting? 
Just what would be done with the million dollars? 

If this million dollar transfer were made, would it be commingled 
with the $40 million request for general administrative expenses now 
being made for the ICA, together with these hundreds of millions of 
dollars I have just pointed out to you? Just what would happen as far 
as the million dollars is concerned? At the same time, Mr. Stewart, 
if the million dollar transfer were denied, would not your program oper- 
ate just as smoothly with all of the millions of dollars that we have 
in this program through the mutual security appropriation? 

What have you to say about that, one of you gentlemen? 

Mr. Granv. I would like to answer this question in part, Mr. 
Natcher. 

Mr. Natcuer. Mr. Grant, go right ahead and talk to us a little. 

Mr. Grant. The work contemplated by the budget estimate of $1 
million is a substantial intensification of the limited work which ICA 
has been able to devote to this particular activity in the past. The 
work which ICA has been doing in this regard has been more or less 
incidental to their own activities. 

The General Counsel of the Department of Agriculture has given 
an opinion indicating that since these commodities are donated under 
section 416 of the Agricultural Act of 1949, Commodity Credit Cor- 
poration funds are available for the costs of this particular job. 

The Department felt that it would not be good business to set up 
its own offices or to employ its own personnel overseas to do this 
job, since this would duplicate ICA facilities to a large extent. What 
is contemplated here is, in effect, a contract with ICA to do this job 
for the Department. 

Under the law the funds could not be commingled with [CA funds. 
They would have to be accounted for separately. The funds would 
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be transferred periodically during the year and would have to be set 
up in the books of the Treasury as a separate account. ICA would 
have to record their transactions separately and re port on them sep- 
arately from transactions under their own appropriations. There 
would be no authority, to my knowledge, under which they could be 
commingled. 

With respect to what ICA can do, I think Mr. Stewart or other 
ICA representatives might be better able to answer. 

Mr. Wurrrex. Would you yield to me? 

Mr. Narcuer. I yield to my chairman. 


ICA PARTICIPATION IN DONATION PROGRAM 


Mr. Wurirren. Listening to this testimony for some months here, 
it looks as if everybody and his brother has cut in on the American 
farmer’s program. Now to have ICA get in on it is adding insult to 
injury. For a group which has as much money as ICA has, a group 
which is organized for the purposes that it claims it is, not to take 
the commodities for the purpose for which ICA was created unless 
you pay the costs, to me is a serious indictment of ICA. Further, it 
is a serious question as to whether or not Agriculture sbould help 
finance a group that has the money that they have. I say that for 
the record. 

| would like for the ICA witnesses to get an opinion from their coun- 
sel as to any basis on which they cannot take the commodities which 
are given to them for these purposes and cannot use them unless 
the farmers of America pay the cost of that administration. I would 
like you to answer that now, Mr. Stewart. If you have any solicitor 
with you, | would be glad to have him clear it up. 

I am speaking from memory as to the basis of your creation, as to 
the breadth of the authority under which you operate. I would like 
somebody from your outfit to say that you cannot handle this unless 
we pay the cost of administration. 

Mr. Stewart. We do not have legal counsel here 

Mr. Wuirren. Do you have the laws showing the purposes for 
which you were created? 

Mr. Stewart. No, I do not. 

Mr. Wuirren. Am I right in saying that vou can accept gifts not 
only from the Government but from private individuals? Is that 
correct? 

Mr. McAuutster. May I answer this question? 

Mr. WuirtrEN. We would be glad to hear you. The record shows 
everybody else has cut in on this. JI am surprised ICA is trying 
to get in on it. 

Mr. McAuuistrer. I am Clayton W. McAllister, Deputy Director 
of the Budget Division of ICA. 










FUNDS 





ICA ADMINISTRATIVE 


In the first place, as Mr. Natcher has stated, the administrative 
funds made available to ICA have been adequate to administer the 
mutual security programs for which it is responsible. 

Mr. Wuirren. May | interrupt and ask, is it true that you have in 
excess of 40,000 or 44,000 employees? 

Mr. McAuuistrer. No, sir. 

Mr. Wurrren. How many do you have? 
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Mr. McAuuister. ICA has around 14,000 employees. However, 
there are approximately 41,000 employees financed from mutual 
security program funds, employed by all agencies, including the 
Department of Defense. 

In the Mutual Security Act of 1956, a provision was included, 
authorizing ICA to utilize up to $1,500,000 of program funds to 
handle increased administrative workload incident to titles I and I] 
of Public Law 480, as amended. 

[t was determined at that time, that for title III of Public Law 480, 
as amended, the Department of Agriculture would continue to be 
the responsible agency for the determination of surplus foods or 
commodities to be made available to voluntary agencies for distribu- 
tion overseas. The Department has not delegated or transferred that 
responsibility to ICA. 


USE OF FUNDS TRANSFERRED FROM USDA 


Mr. Wuirren. This million dollars is not to make a determination 
as to what is available; is it? 

Mr. McAuuistrer. No, sir. 

Mr. Wuirren. It is for handling them after the determination is 
made; is it not? 

Mr. McAuuisrer. I think the determination that Mr. Stewart 
referred to, if Lam correct, is to assist the Department in determining 
the commodities and quantities. However, the greater part of this 
money is to be utilized in end-use checks; accounting for the distribu- 
tions overseas to assure that the commodities have gone where they 
were intended to go and that they have been used for the intended 
purposes. 

Mr. Wurrren. I think maybe we could justify a million dollars 
trving to see that ICA ran its business in line with what it should do. 
But I do not think the De ‘partment of Agriculture needs any money 
to make a determination of what it has available. I think there is no 
need of throwing good money after bad by furnishing you money to 
follow up and see what you do with it. If we cannot trust you in this 
field to carry on, we might just as well find it out. Again, there is no 
need for a million dollars to be charged up to the American farmer to 
helprun ICA. Quite frankly, is this not an effort by your organization 
to get some money from another source, so you can hire some more 
people? 

Mr. McAuutster. No, sir. Mr. Chairman, as Mr. Stewart stated 
earlier, we have no desire to continue our association with this program 
if we cannot handle it in the manner which the Congress and the public 
have a right to expect. If the Department of Agriculture had ade- 
quate personnel overseas to handle it, we would be glad for them 
to handle it. 

Mr. Wuirren. Do I understand, with all the responsibilities that 
are set out in the basic law creating vour agency, that you are not 
interested in the provision of these commodities for the uses spelled 
out in the act? 

Mr. McAuuitstrErR. No, sir; that is not correct. 

Mr. Wurrren. You do not want to do it unless we give you money 
to do it with? 
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Mr. McAuuistrger. Mr. Chairman, if I could dwell on the statement 
which Mr. Natcher made, which will tie in and answer your question, 
su 

Mr. Warren. Well, answer mine and then talk about Mr. Natcher. 

Mr. McAuuisrer. Sir, we do not have the money available to do 
this job. Funds are provided each vear to ICA for many purposes, 
However, the $40 million requested for 1961 provides for the adminis- 
trative expenses of ICA; to administer the programs for which ICA is 
responsible. Funds made available by the Congress for program pur- 
poses are utilized 100 percent for the benefit of coope rating countries, 
The only money we have for administering programs, protecting the 
interests of the United States, in the billions of dollars which are spent 
overseas, is this $40 million for administrative expenses, to which 
Mr. Natcher referred. 

Mr. Wuirten. You cannot handle this particular job unless you 
get extra money out of the farmer? 

Mr. McAuuister. I would say, sir, on functions such as audit 
functions, we have always considered that an audit of a country 
activity is in the interest of the United States and is therefore charged 
to administrative expenses. Certainly if the intent of the committee 
were made clear 

Mr. Wuirren. You have a pretty good idea what the intent is now; 
have you not? 

Mr. McA.utster. If you wish us to alter our concepts of how we 
should utilize our funds, it is possible that we could use a million 
dollars worth of program funds for this purpose. I am not, how- 
ever, empowered to speak for ICA on this matter. 

Mr. Wuirten. I am certain there is no question here about how 
much money your agency could use. I thoroughly agree that you 
could use whatever you could get. 

Mr. McAuuister. I do not believe, however, that we should be 
expected to handle this additional workload within the $40 million 
which we have asked for administrative expenses—under the supposi- 
tion that the Congress appropriates that amount, of course. 

Mr. Wuitren. I do not have a chance at the ICA often, but the 
testimony here today confirms what I hear from those who do. In 
other words, you are not interested in these commodities. You are 
not interested in using them for the purposes for which you were 
created. You do not desire this job—even though you have 14,000 
employees and another 26,000 in kindred work—unless you can get 
some extra money out of Agriculture to do it. I just cannot conceive 
of that. I have heard of it, but I cannot conceive of that attitude. 

Mr. Stewart. May I say one word on this? 

ICA has been putting in a great deal of time and effort on this 
program. As I said before you came in, Mr. Chairman, it has grown up 
around us. The work we have done thus far on the program has 
been without charge to the Department of Agriculture. 

Mr. Wuirten. Do you think you should charge a department for 
a program where they provide you with all of these commodities free 
of charge, and let you carry out your prime purpose of helping foreign 
people who need help? Do you feel, after Agriculture has provided 
all of that, you do not want it unless they also give you the money 
with which to handle it? 

Mr. Stewart. Mr. Chairman, let me correct the record in one 
respect. These donations of commodities under this program are not 
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donations to us. These commodities are donated to the voluntary 
agencies and to international organizations, 

Mr. Wuitten. Do you not invite those organizations to cooperate 
with you in carrying on your prime purpose? 

Mr. Stewart. We cooperate with the Department of Agriculture 
and with those agencies—— 

Mr. Wuirten. | said, Do you not invite those agencies to help you 
meet this basic need which you feel this Government has and for 
which your agency was created? Do you not invite them to 
participate? 

Mr. Srrwarr. Actually, these donations are going to pe ople whom 
the voluntary agencies, not ICA, select as being in need of assistance. 
| would say to you very clearly that the conduct of a program of this 
kind is, in my view, of significant importance to the United States. I 
said in my statement that I thought these donations contributed to 
the foreign policy objectives of the United States. There is, however, 
a problem here of continuing to maintain the independent status of 
the voluntary agencies. We must consider the danger to their inde- 
pendence if we, in terms of ICA interest, dictate to the voluntary 
agencies by saying, for example ‘“‘We want you to go into this country; 
“we want you to stay out of that country ;” and “we want you to 
expand your program in this area. 

Mr. Wurrren. Mr. Stewart, let me interrupt you. It is hard to 
get your hand on this ICA operation. I try and | know that various 
other Members of Congress try. In spite of the things you are 
talking about, if you get this million dollars you are willing to stop 
this inde ‘pendence that you want to protect them in. But what has 
the million dollars to do with what you are talking about? You do 
not want to stop their independence unless you get paid for it? Is 
that what you mean to do? 

Mr. Srewarr. We do not want to stop their independence. We 
have not w ate to stop their independence and we do not want to 
stop their independence now. 

Mr. Wuirten. If we give you the money or do not give you the 
money, what has that to do with what you are telling me? 

Mr. Srewart. If we do not get the million 

Mr. Wuirren. You do have to interfere. 

Mr. Stewart. Others here can indicate this more clearly than | 
ean but if we do not get the million we will have to audit these pro- 
grams on a time-available basis. This is what we have been doing, 
and we have run into some problems in connection with the adminis- 
tration of the program for which we do not like to be responsible. 

Mr. Wuirten. I still cannot follow you. You either have to audit 
them with your own funds or get this money to audit them. Where 
does the audit enter into affec ting the independence of these voluntary 
organizations? An audit should show where we threw our money 
away. It is a comfort to know whether it hit where you meant to 
throw it. 

Mr. Stewart. I agree on that. 

Mr. Waurrren. Other than that, I do not believe it saves many 
dollars. If it is just a matter of independence that you are interested 
in for these voluntary organizations, are they not more independent 
without audit than with audit? 

Mr. Srewart. Yes, sir, they are. 

53155—60—pt. 346 
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Mr. Wuarrren. How does this million dollars enter into taking 
away independence? : 

Mr. Srewarr. It does not. I was not making that point. My 
point on the independence of the voluntary agencies related to the 
question of these donations being given to IC ‘A rather than to the 
voluntary agencies, and the feeling on my part that you had the 
impression we are utilizing these commodities for the direct benefit of 
ICA’s oversea program. 

Mr. Wuirren. | would not profess to know all the angles of this, 
But with all the money ICA has and all the personnel, with Members 
of Congress saying you ought to be cut in half, personnelwise anu 
moneywise, for the good of the program, and with the President and 
the Secretary of Agriculture both having hit the press about the high 
cost of agriculture, | am surprised that vou folks would want to throw 
it on the backs of the farmer to the tune of a million dollars. — It is 
surprising to me. 

Mr. Stewart. I want to make perfectly clear that we are not 
asking to 

Mr. Wurrren. Will you do this job if we do not give you the 
million dollars, or will you not? That is a straight question. Give 
me a straight answer. 

Mr. Stewart. I will give you a straight answer, but it will not be 
a complete and full answer. I frankly do not know whether we will 
do the kind of job that is necessary to be done here. 

Mr. Wuitren. Can we take that to the floor when your bill comes 
up? 

Mr. Stewart. Actually ICA itself has not requested an appropria- 
tion for this purpose. 

Mr. Natcuer. Again I certainly want to join with you, Mr. Chair- 
man, in the opinion that this is a fine program. I feel this program is 
accomplishing benefits so far as our country is concerned. 





ADMINISTRATIVE FUNDS AVAILABLE FOR MUTUAL SECURITY PROGRAM 





Under the mutual security program, as we know it, and under the 
requests now being made to our Subcommittee on Foreign Operations, 
a request, Mr. Stewart, as you probably know, also is being made for 
$8,300,000 for administrative expenses to go directly to the Depart- 
ment of State. 

Mr. McAllister, you know that. 

That $8,300, 000 is the State De ‘:partment’s proportionate share of 
the expense item insofar as the mutual security program is concerned. 

The amount appropriated for fiscal year 1960 was $8,100,000. 
They are increasing their request by $200 000. That is administrative 
expense that will go to the State Departme nt. 

Then we have the request, Mr. Chairman, for $40 million of admin- 
istrative expense for the ICA to operate the ICA in Washington and 
in the 65 overseas locations, personnel and all the problems that 
go with it. In addition there is about $35 million more expense money 
in this bill. Money from other departments to be paid into the ICA. 

Mr. McAllister, | want to say to you and Mr. Stewart quite frankly 
that since I have been a member of the Subcommittee on Foreign 
Operations that we have found each and every year that the ICA 
has more than adequate funds for general administration expenses, 
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and in addition to that they have employees walking over each other 
abroad in the field who would do the same type of work that you 
are requesting this $1 million for. 

lf this program can be administered without transferring this 
$1 million, with all of these funds that | pointed out, Mr. Chairman, 
certainly the $1 million should not be transfered. 


PERSONNEL EMPLOYED BY ICA 


Mr. Stewart, assuming that the committee goes along with this 
$1 million, at what grade levels would these people be? 

Mr. Srewarr. Personnel who would be employed in my office 
in Washington would include two 13’s, two 12’s, and three 5’s. 

| expect to continue to work on the program. My assistant expects 
to continue to work on the program, and my superiors expect to 
continue to do so, and there will be a number of people throughout 
ICA who will contribute to this program. We have not asked for 
reimbursement for that because we regard this as part of their nor- 
mal function. 

Mr. Narcuer. Our chairman inquired as to what would happen 
if $1 million was not transferred. 

Other than as a strict auditing matter in your own office, why the 
$1 million? 

Mr. Stewart. The auditing is the big job and the expensive job. 

Mr. NatcHer. Can you tell me how many they have in the audit- 
ing section of the ICA? 

Mr. McAtutsrer. As of March 15, 1960, the number of American 
auditors we have overseas is 87. 

Mr. Narcuer. That is about what | thought. 

That is all | have, Mr. Chairman. 

Mr. Wuirren. Some years ago we had one of our colleagues come 
before this committee and ask for a half-million dollars to repair an 
old conservation dam in his district. The Government had no further 
use for it, so we offered to give it to him and he refused to take it unless 
we repaired it first. 

It strikes me in this instance that, if we cannot do this without 
this added cost we would be better off not to give these things away 
to start with. If it cost money to give something away we had better 
stay pat. 

RESPONSIBILITY FOR DONATION PROGRAM 


Mr. McAuutsrer. Mr. Chairman, the Department of Agriculture 
has not and apparently does not wish to transfer or delegate the 
responsibility for this particular program to ICA. It is very difficult 
for me to understand how we could use money appropriated to ICA 
to take care of the administrative cost of ICA to carry on a program 
for another agency where we do not have the responsibility for the 
program. 

If Agriculture continues to be responsible for this program, and 
desires ICA to perform services for them, then it is in addition to the 
items for which we have asked money under the ICA administrative 
expenses. I think it should be clear that if ICA is to have the responsi- 
bility to perform this program, that certainly we should have money 
included in our administrative expenses for this purpose. But, we 
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do not have the responsibility for the program, and I really think that 
is where the crux of this thing is. 

If they want to keep the responsibility, and frankly I am not 
familiar with that part of it, then they have to find the money to do 
the job that they want done. 

If they want to use us as an agent to do the job, requiring [CA to 
employ additional people, we have to incur additional costs 

Mr. Natcuer. ‘This to me is one of the finest parts of your pro- 
gram, and every effort should be made by the ICA to carry this to 
the top of the list. 

If you did not have this we would have considerably more difficulty 
with this program than we have. 

Mr. Bercer. | would like to correct the record in regard to his 
assumption: The Department of Agriculture has looked into the pos- 
sibility of transferring this 416 responsibility to ICA, but our lawyers 
say it cannot be done the way the law is presently set up. I refer to 
the entire responsibility to ICA, so the Department has to assume 
that seemingly. 

Mr. Wuirren. What is your responsibility? 

Mr. Brercer. = feel it needs auditing and ICA says they have no 
funds to do that, so, therefore, they are asking us to supply the funds. 

Mr. Wuirren. I thiek the thing to do is to give it to you and have 
you owe it to ICA. You give them the responsibility and we will give 
you the money to audit them. That is a fair deal. 

Mr. Santangelo? 





ICA INVESTIGATIVE ACTIVITIES 





Mr. SaAntTANGELO. Can you tell us whether it is the ICA which has 
been investigating the report of black-marketing activities by the vol- 
untary agencies or is it another branch of the De :partment of Agri- 
culture? 

Mr. Srewart. We have been doing this. We have been auditing 
these programs on a time-available basis. If a fire breaks out we do 
our best to put out the fire, but we are not adequately covered in 
this area. We have some programs right now which from the pro- 
gram side we definitely feel are in need of an audit but we do not 
have the facilities. 

We like this program, too. We think this is a good program, and 
we think the United States gets a lot of mileage out of it, but when the 
programs go wrong, and they do sometimes go wrong—lI have a list 
of countries here in which we have had problems—then the United 
States can get a black eye very quickly just from one single instance 
that will do a great deal of harm out of proportion with the good we 
have been able to accomplish elsewhere. 

Our feeling is that we have been doing the best we can under this 
program. We do not think we are adequately covered, and we prefer 
not to administer a program which we cannot adequately cover in the 
total U.S. interest. 

Mr. SANTANGELO. I understand from your answer to my question, 
then, that the ICA is the sole agency doing the investigation of the 
reported incidents of black marketing in the distribution of foods. 

Mr. Srewarr. That is correct. We have a temporary arrangement 
with the Department of Agriculture in which the Department of 
Agriculture has provided four auditors on loan to work on this pro- 
gram for a short period of time. 
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Mr. Wuirren. The gentleman just said that they have had in- 
stances arise which have created serious problems. 

Mr. SANTANGELO. That is right, and I would like a list submitted 
to the committee for inclusion in the record of each such instance, 
the country involved, and what the facts were. 

(The information requested follows :) 


Deficiencies in section 416 programs reported during fiscal years 1958 through 
1960 to date are set forth below. Most of these reports have either been sub- 
stantiated or are now under investigation. In a few cases, however, it has not 
been possible to verify the accuracy of the charges reported. In certain countries, 
the deficiencies reported applied to only one of several voluntary agency programs 
operating in the country whereas in other countries two or more programs were 
involved. In all cases in which charges were verified, measures have been taken 
or are underway to correct the deficiencies. All of the programs are now operating 
although some of them were suspended temporarily and later reinstituted on a 
smaller scale. The countries and the nature of the problem are as follows: 

Algeria.—Inability of voluntary agencies to control program due to conditions 
imposed by local authorities. 

Austria. —Excessive stockpiling of commodities by recipient institutions; dis- 
tribution to ineligible recipients; and illegal assessment of distribution costs to 
recipients. 

Brazil—Agencies’ inability to secure duty free entry and consequent impound- 
ment of supplies at ports for long periods which resulted in unnecessary spoilage ; 
and diversion to black market through illegal sales and exchanges. 

Chile-—Charges of trade interference and of diversion to commercial markets. 

Colombia.—Theft of commodities; illegal diversions to commercial channels; 
and needy recipients required to pay small charges for commodities received. 

Ecuador.—Inadequate voluntary agency control of program; theft of com- 
modities; diversion of commodities to the commercial market; and complaints 
of trade interference. 

Ghana.—Inadequate coordination between voluntary agencies’ programs; two 
or more agencies distributing to the same recipients; and inadequate supply 
accounting. 

Greece.—Distribution of commodities to inmates of penal institutions, illegal 
sales of butter and cheese by individuals and institutions, and unauthorized 
assessment of costs to recipients. 

Haiti.—Illegal sale of commodities to local merchants. 

Hong Kong.—Charges of illegal sales to commercial retailers and bakers. 

India.—Inadequate supervision and accountability control by voluntary 
agencies due in large part to matters beyond their control; charges of black mar- 
keting; and inadequate dissemination information on the source of donations. 

Israel.—Pilferage and widespread diversions to commercial market through 
illegal sales and exchanges. 

ltaly—Charges of illegal sales and exchanges including diversions through 
commercial channels to other countries. 

Korea.—Unauthorized exchanges of commodities; diversions to black market; 
and charges of diversions of commodities to other countries. 

Pakistan.—Pilferage; diversion to commercial market through illegal sales and 
exchanges; and inadequate accountability control of program by voluntary 
agencies. 

Philippines.—Isolated charges of black marketing. 

Taiwan.—Charges of padded recipient lists, black marketing and diversions 
to animal feed. 

Vietnam.—Illegal use of commodities for payment of processing costs; dis- 
bg to ineligible recipients; and diversion of commodities to commercial 
retailers, 


Mr. SANTANGELO. I want to say for the record, Mr. Chairman, 
that the voluntary agencies in Hong Kong are doing a tremendous 
job. It is a job which is so vast that perhaps it is an inducement for 
the Chinese to come into Hong Kong from Communist China. The 
milk they are distributing, the food they are distributing, is something 
unbelievable. There are 150,000 people a year coming in from 
Communist China into Hong Kong every year. Many of those people 
are indigent and need some help. 
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I want to say the voluntary agencies are doing a tremendous job 
and I am very pleased with what they have been doing. 


SECTION 416 PROGRAM 


I think, also, with reference to section 416 we should have more 
information. What is the section 416 program? 

Mr. Davis. 416 is the original legislation to provide Commodity 

Credit Corporation with some means of disposing of surpluses that 
ie not be sold back into the market without disrupting the price 
support program. 

The law provides for barter of commodities for strategic materials, 
it provides for use by Government agencies using these surplus 
commodities to procure other commodities offshore. In addition it 
provides for the domestic distribution of these surplus commodities 
to the school lunch program, to charitable institutions, and to needy 
families. This is the section which has been providing some $60 
or $70 million worth of food to the school lunch program each year. 
It also provides further for donation to U.S. voluntary agencies for 
distribution to needy persons overseas. 

Mr. SanTANGELO. Would you be good enough to put in the section 
of the law which sets forth provisions which are applicable? 

Mr. Davis. Yes, sir. 

(The information requested follows:) 


Sec. 416. In order to prevent the waste of commodities whether in private 
stocks or acquired through price-support operations by the Commodity Credit 
Corporation before they can be disposed of in normal domestie channels without 
impairment of the price-support program or sold abroad at competitive world 
prices, the Commodity Credit Corporation is authorized, on such terms and under 
such regulations as the Secretary may deem in the public interest: (1) upon 
application, to make such commodities available to any Federal agency for use 
in making payment for commodities not produced in the United States; (2) to 
barter or exchange such commodities for strategie or other materials as authorized 
by law; (3) in the case of food commodities to donate such commodities to the 
Bureau of Indian Affairs and to such State, Federal, or private agency or agencies 
as may be designated by the proper State or Federal authority and approved 
by the Secretary, for use in the United States in nonprofit school-lunch programs, 
in nonprofit summer camps for children, in the assistance of needy persons, and 
in charitable institutions, including hospitals, to the extent that needy persons 
are served; and (4) to donate any such food commodities in excess of anticipated 
disposition under (1), (2), and (3) above to nonprofit voluntary agencies registered 
with the Committee on Voluntary Foreign Aid of the Foreign Operations Ad- 
ministration or other appropriate department or agency of the Federal Govern- 
ment and intergovernmental organizations for use in the assistance of needy 
persons outside the United States. In the case of (3) and (4) above the Secretary 
shall obtain such assurance as he deems necessary that the recipients thereof will 
not diminish their normal expenditures for food by reason of such donation. In 
order to facilitate the appropriate disposal of such commodities, the Secretary 
may from time to time estimate and announce the quantity of such commodities 
which he anticipates will become available for distribution under (3) and (4) 
above. The Commodity Credit Corporation may pay, with respect to com- 
modities disposed of under this section, reprocessing, packaging, transporting, 
handling, and other charges accruing up to the time of their delivery to a Federal 
agency or to the designated State or private agency, in the case of commodities 
made available for use within the United States, or their delivery free alongside 
ship or free on board export carrier at point of export, in the case of commodities 
made available for use outside the United States. In addition, in the case of 
food commodities disposed of under this section, the Commodity Credit Corpora- 
tion may pay the cost of processing such commodities into a form suitable for 
home or institutional use, such processing to be accomplished through private 
trade facilities to the greatest extent possible. For the purpose of this section 
the terms “‘State’’ and “United States” include the District of Columbia and any 
Territory or possession of the United States (7 U.S.C. 1431). 
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REVIEW OF APPROPRIATIONS FOR DISTRIBUTION OF SURPLUS PRODUCTS 


Mr. SANTANGELO. Do vou pass on any applications for any agencies 
which want to avail themselves of the right to distribute surplus 
products in the Department of Agriculture? 

Mr. Srewarr. Yes, in two ways: In the first place, the agency must 
be registered for this purpose. 

Mr. SANTANGELO. Do you pass upon the qualifications for regis- 
ee 

Mr. Srewarr. My office does not but another office in ICA through 
the Advisory Committee on Voluntary Foreign Aid headed by Mr. 
Charles Taft does pass on it. 

Mr. SANTANGELO. Mr. Taft makes the determination as to whether 
there is a need and whether they are certified to operate in the country 
where it seeks to operate? 

Mr. Stewart. At least the Committee certifies the agency to 
operate in specified countries for this purpose. I am not sure about 
the details of the procedure. 

Mr. SANTANGELO. Also they can refuse to certify them? 

Mr. Srpwarr. Yes. 

Mr. SANTANGELO. In which event they cannot operate? 

Mr. Srewarr. That is correct. Then after this, after they are 
cleared to operate in the country, my office evaluates the programs 
which they submit for that country. 

Mr. SANTANGELO. | have nothing further, Mr. Chairman. 

Mr. Horan. I have no questions, Mr. Chairman. 


TRANSFER OF FUNDS 


Mr. Wuirren. Thank you, gentlemen, for your presentation. If 
we seem to be somewhat disturbed, it is because we are. 

lam greatly disturbed, as I have pointed out, that the programs 
which we make available to a large agency such as yours are not 
carried out properly, and that commodities made available are not of 
sufficient value in themselves, without your having to come before us 
foran allotment of funds from the De ‘partment to your agency. 

In the past, we have tried to stop this matter of one agency getting 
funds from some other agency. It is unsound procedurally. T think 
we should provide to Agriculture funds needed for agricultural pro- 
grams whatever those funds may be. It could be in this instance 
funds should be here for that purpose. 

I think it wholly unsound procedurally in the Appropriations Com- 
mittee to permit or require an agency to have to get its funds from a 
variety of sources. It makes it almost impossible for a subcommittee 
0 keep up with what is involved. 

This will have the attention of the subcommittee. 

I note we have not asked for a statement from Mr. Moore, from 
the Audit Division. 

Is there any further statement you might wish to make? 


ICA AUDIT FUNCTION 


Mr. Moorr. Yes, sir, Mr. Chairman. I have a brief statement 
Which IT can leave with you or read. 

Mr. Wuirren. We will be glad to have it included in the record, 
if that is satisfac tory, and you may touch on the highlights. 
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(The statement referred to follows:) 


STATEMENT BY Mr. Sipney M. Moore, Director or THE Avupit Drvisitoy, 
OFFICE OF THE CONTROLLER, INTERNATIONAL COOPERATION ADMINISTRATION 


Re proposed plan for the International Cooperation Administration to assume 
the audit of the voluntary relief agencies distributing surplus agricultural 
commodities in foreign countries under Public Law 480, title III. 


Mr. Chairman and members of the committee, with your permission I will 
outline how ICA through its oversea missions would perform the proposed audits 
of the voluntary relief agencies distributing surplus agricultural commodities in 
foreign countries under Public Law 480, title IIT. 

If ICA assumes the responsibility for the audit activities for this program, the 
plans are that this proposed audit activity would be integrated into our present 
oversea missions’ audit operations. During fiscal vear 1960, the Public Law 480 
title II] program will be operating in 17 countries where ICA does not have 
missions and the programs are expected to exceed 500,000 pounds. It is planned 
that the audit activities required in these countries would be conducted by the 
nearest ICA mission. ‘This program will also be operating in fiscal vear 1960 in 
12 other countries where the program is less than 500,000 pounds, where we do 
not have missions. It is not planned to perform audits in these countries, unless 
special circumstances should develop or irregularities be reported. 

The general factors used in arriving at the total audit staff required are as 
follows: 

1. The size of the program in each of the participating countries in fiscal year 
1959. The factors considered were the cost of the commodities, the types of 
commodities, commodity weights, number of voluntary relief agencies operating 
within the participating country, the number of ports of entry, and where avail- 
able, the number of distribution points within the country. 

2. The staff estimates were made on a minimum basis. Generally, the assump- 
tion was that the ICA missions would be predominantly concerned with the audit 
of current programs and will only audit prior vear programs in a general way 
except where specific irregularities are discovered. 

3. The staff estimates did not include any costs for personnel concerned with 
the general financial management of the oversea missions (e.g., the Mission Con- 
troller and Deputy Controller, Chief of the Mission Audit Division): however, 
this will be the personnel responsible for actually managing the audit activities. 

4. A study was made of the program and a procedure developed outlining 
adequate audit requirements to be followed by the oversea missions. These 
requirements were also considered in the staff estimates. This procedure has 
been accepted by the Department of Agriculture. 

The conclusions reached as a result of our study indicated that the total audit 
staffs required for the oversea missions and in Washington are as follows: 


1. Overseas missions 

Thirty American positions and seventy-eight local positions are required over- 
seas for the total audit activity for this program. In the 17 countries where ICA 
does not have missions, it is the intent that the audits for these countries be con- 
ducted by the nearest mission. 


2. Washington 

a) One position for an auditor to provide the necessary liaison and reporting 
to the Department of Agriculture. 

(b) One position for a secretary. | 

The audit plan as previously outlined represents an estimate of the total audit 
capability required to perform an adequate audit of the Public Law 480, title III 
activities as now in operation in foreign countries. In fiscal year 1961 it is not 
expected that ICA can recruit the necessary staff for the complete implementation 
of the proposed audit plan. Therefore, the present budget proposes only 15 man- 
years for American personnel and 39 man-years for local personnel for the oversea 
missions and 2 man-years for the Washington audit staff. 

We think that the proposed audit plan for fiscal year 1961 can be accomplished. 
In addition, preliminary arrangements can be made to have the total audit plan 
fully operational early in the first quarter of fiscal year 1962. 
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DIFFICULTIES 1N USING ATTACHES FOR AUDIT ACTIVITIES 


Mr. Wuirren. Does the Agriculture Department have agricultural 
attachés in those countries? 

Mr. BerGer. I presume we do have an agricultural attaché or 
consul. 

Mr. Grant. This matter of giving responsibility to attachés has 
been considered. We do not have attachés in many of the countries 
where this program operates. In those areas where we do have 
attachés we believe it would be undesirable to assign them this addi- 
tional function because of their activities with respect to market 
development. They would encounter many problems locally in trying 
to do both jobs. 

Mr. Wurrren. You do not want to hurt the reputation of the agri- 
cultural attachés and you figure you will not hurt ICA’s reputation? 
I studied auditing in college. You can learn too much about it and 
not remember what you learned to a great degree. The word ‘audit’ 
has many different meanings. 

What do you mean by audit? 


AUDIT ACTIVITIES 


Mr. Moore. I will read what we would do, as a summary of the 
proposed audits to insure that: 

Adequate accounting records are established by the voluntary 
agencies in connection with the receipts, warehousing, and distribu- 
tion of donated commodities and that satisfactory controls exist to 
prevent their exchange and sale. 

Donated commodities are distributed and effectively utilized by 
needy persons for whom scheduled, without waste. 

3. Physical inventories are taken and lost, damaged, or stolen com- 
modities are reported to proper authorities to effect recovery. 

4. No duplication of effort or overlapping of distribution programs 
exist between various voluntary agencies operating within the country. 

The voluntary agencies’ management of the title II] program in 
the country is adequate and effective. 


ESTIMATE OF ICA PERSONNEL REQUIREMENTS 


This staff estimate did not include any costs for personnel con- 
cerned with the general management of the oversea missions, for 
example, the mission comptroller, deputy comptroller, Chief of the 
Mission Audit Division. This only represents new personnel require- 
ments. 

Mr. Wuirren. What total personnel would be involved in this? 

Mr. Moore. We estimated that it would be 30 auditor positions, 
Americans, and 78 local positions to adequately do this job. 

Mr. Wuirren. What would be the rate of salary of your audit 
positions? 

Mr. Moore. They would be the equivalent of grades GS-12 and 
GS-13. 

Mr. Wurrren. Would they carry with that an extra allowance 
because of being overseas? 

Mr. Moore. Yes, they would be paid a salary differential at 
hardship posts. 
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Mr. Wuirren. What is that salary? What is the salary for grade 
12, the regular salary plus the oversea salary? Provide that for the 
record if you don’t have it. 

(The information requested follows:) 

The base salary for GS-12 is $8,330 and for GS-13 is $9,890. The proposed 
average annual salary for the oversea audit positions is $9,002, plus an average 
hardship differential on an annual basis of $1,200, for a toal of $10,202 per annum, 

Mr. Wuirren. We wish to thank you, Mr. Moore. We will have 
to go into this later. We do appreciate your appearance. 

Mr. Moore. Thank you. 

Mr. Wuirren. I| think that covers that item. 


USE OF CORN FOR INDUSTRIAL ALCOHOL 


Mr. Santangelo raised with you this matter of the sale of 30 mil- 
lion bushels of corn on what I understand to be rather a competitive 
basis at such low levels as to cause it to move for use in industrial 
alcohol. 

Mr. Santangelo points out the folks who have to do with industrial 
alcohol have insisted that the volume coming out of that grain would 
be sufficient to absolutely disrupt the industrial alcohol market. 

I would like at this point to put in the record the requisite section 
of your charter where you are authorized to use funds of the Depart- 
ment for research. It is my belief that it is thoroughly sound for 
the Commodity Credit Corporation to use that section to do research 
work by contract, to see if you can meet some of the problems inci- 
dent in the field, particularly with regard to some of these commodities 
where the CCC has tremendous holdings. 

In other words, some of the work of preventing corn from deteriorat- 
ing after you get it would lead to a lot of savings in the corn. In 
cotton, in view of the tremendous amounts that you have, you might 
well spend some money if thereby you would increase the value of 
CCC cotton or if, through your research, you might prevent cotton 
from coming into your hands, and corn, wheat, and various other 
commodities. I think it is sound to explore that and to use CCC 
funds in proper cases by contract to meet some of these problems 
where it has to do with the conservation and disposal of commodities 
owned and controlled by the Corporation. 

May I read this section? This is section M of your charter, which 
appears on page 113 of the compilation of January 1, 1959, and I 
quote: 

CCC shall have such powers as may be necessary to appropriate for the exercise 
of powers specifically vested in the Corporation and also such incidental powers as 
are customary in corporations generally but any research financed by the Corpo- 
ration shall relate to the conservation or disposal of commodities owned or con- 
trolled by the Corporation, shall be conducted in collaboration with the research 
agencies of the Department of Agriculture. 

While I hope you will explore that and use it, I think it would bea 
serious mistake under the guise of research to move a whole lot of a 
commodity out into the open market to upset the normal market. 

We had an investigation by this committee and it developed that 
corn to be used as industrial aleohol would have to sell for 2635 cents 
a bushel. I cannot see that that offers any outlet for the corn or any 
solution to the corn problem. But to sell 30 million bushels as your 
announcement shows you have, is wholly unnecessary. In other 
words, a few hundred bushels of corn from the standpoint of research, 
or a few bales of cotton, certainly would not upset anything. But to 
call it research and in effect just be selling volume is not in line with 
the statute, as I interpret it. 
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Do you have any comments on that, Mr. Berger? 

Mr. Brercer. Well, Mr. Chairman, I do not know whether you 
were here when Mr. McLain commented on this. 

Mr. Wurrren. No. 

Mr. Bercer. Well, we are going through “research” in a sense on 
this project right now. We are hearing from the various industries 
that might be affected and how it might affect them if we did go 
ahead with it. 

This program is definitely not in effect at this time and may not be, 
depending upon what our studies show between now and the next 
couple of weeks. 

Mr. Wurrren. You know, Mr. Berger, they say sometimes folks in 
polities will send the original to the press and read the carbon copy 
but if I read your announcement, issued in W ashington on February 
25, 1960, marked “USDA 588-60” you are getting a whole lot of 
credit for the Department when you say, “Phe new program will 
make CCC surplus corn available for industrial alcohol use. 

Don’t you think that vou have got the cart before the horse in making 
your announcement. Now you say that you are trying to analyze 
whether to do it or not? 

Mr. BerGer. Of course we have been trying to tell people on the 
Hill for a long, long time that an alcohol program was uneconomical 
and would not be a salvation to the farm program. We still have a 
lot of people who are insisting that something be done in this field, 
so we have announced the program, with the full intent and purpose 
of studying it to see just exactly what the facts are. 

We announced it so we would really find out what the effects would 
be if a quantity was put into the program. 

Mr. oe Are you trving to get into the market for industrial 
alcohol, or are you trying to find out if you can do some research 
to see W ne ther they can handle corn? Which are you doing? 

Mr. Bercer. I would say both, not only with respect to industrial 
alcohol, but also what effect it has on other commodities, even the 
price support commodities, whether we are even going to get rid of 
any corn at all or not. 

Mr. Wuairren. Your corn program in my judgment has been pretty 
drastic in its effect on the Treasury and on the corn farmer. But 
[ do not know of any reason why vou should try to carry the industrial 
alcohol business down with it. 

It looks to me like 30 million bushels would do it. 

Mr. BerGer. I appreciate those comments coming from you. 

Mr. Wuitrten. I hope the committee will go along with you in 
exploring research needs by contract, in line with this. But certainly 
we would want the volume or quantity of the commodity handled in 
such research project to be small enough so as not to upset anything. 


BIN DISPOSITIONS SINCE 1955 AND RENTALS TO COMMERCIAL CONCERNS 


Before we finish today, I wish to request that you furnish for the 
record information showing the number and location of CCC storage 
bins which you have dispose ‘d of since 1955. Also include information 
showing the number of CCC bins rented to commercial warehouse 
concerns. 

(The information requested will be found on page 755, et seq.) 

Gentlemen, we wish to thank you for bearing with us and for the 
information that you have supplied. 
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Monpay, Marcu 28, 1960. 
LANGUAGE CHANGES AND GENERAL PROVISIONS 


WITNESSES 


CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


LEE A. DASHNER, DEPUTY DIRECTOR OF FINANCE, DEPARTMENT 
OF AGRICULTURE 


Mr. Wuirrren. Mr. Grant, we will let you proceed with your dis- 
cussion of language changes and general provisions. 

Mr. Grant. Mr. Chairman, in order to conserve your time I will 
discuss only the major and most significant changes. Some of them 
have already been discussed previously during the hearings, but in 
order to make the record complete I have an explanation here of all 
the language changes, which could be inserted in the record. 

Mr. Wuirren. We shall insert that document in the record. 

(The document referred to follows:) 


CHANGES IN LANGUATE, 1961 BuDGET 
(Page and line numbers related to subcommittee print) 


AGRICULTURAL RESEARCH SERVICE—-SALARIES AND EXPENSES 


Page 1, lines 16 and 17 


This change provides that one of the two planes proposed for purchase in 1961 
would be for replacement, and one would be an addition. Both planes are re- 
quired for plant pest control activities and would be four-place observation planes 
designed specifically for agricultural work. They would cost approximately 
$17,000 each. The additional plane is needed to reduce dependence on rented 
aircraft which have been unsatisfactory for the work, because of not being adapted 
to the needs of the Service nor alwavs available when needed. It is expected that 
the other plane would replace a 1957 Cessna (four-passenger) because of its 
excessive operating and repair costs. 

Page 2, lines 1, 3, 4, and 5 

This change consists of three parts, as follows: (a) Proposes an increase in the 
limitation on the maximum cost of constructing any one building from $10,000 to 
$17,500. For several years building costs have risen about 5 percent each year. 
According to reports in Engineering News Record the change from July 1958 to 
July 1959 alone has been 5.8 percent. Under present conditions very few building 
needs can be met under the limitation. Its principal use has been for small pre- 
fabricated metal buildings, which have limited acceptability for research pur- 
poses. To eliminate high repair or maintenance costs, systematic replacement of 
old buildings should be instituted. These consist mainly of shops, buildings for 
storage and protection of property, for cleaning, handling, and storage of seed or 
valuable crops, and research products, ete. 

(b) proposes an increase in the limitation on the construction of five buildings 
from $20,000 to $35,000 each. This limitation is used to construct or improve 
small buildings urgently needed for storage and handling of crops, seed, and 
other research materials, machine shops, equipment storage, and laboratory and 
other purposes. 

In several cases when estimates of costs were made, it has been necessary to 
revise plans considerably to remain within the limitations. This has resulted in 
providing less space than really needed for best use, in one case by about one-half, 
or inability to provide for use of the newer research techniques, such as radio- 
active tracer techniques, etc., which require more costly construction. 

The increase in this limitation also would provide for emergency replacement, 
in case of losses from fires, windstorms, or other hazards, of small buildings which 
cannot be replaced within the present limitation. 

(c) proposes an increase in the limitation on alteration costs from (a) $3,750 to 
$7,500 for any one building, or (b) from 4 to 6 percent of construction costs of the 
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building, whichever is greater. The present limitations unduly restrict altera- 
tions needed to make best use of existing space for research and other work, or 
alterations needed to employ new methods in current research work. Alterations 
needed usually consist of moving partitions and making existing space available 
for other purposes, major changes in utilities, small additions, installation of 
constant temperature facilities, safety measures needed for use of radioactive 
tracer techniques, etc. Since most buildings were constructed many years ago 
when building costs were low compared with present costs, the percentage limi- 
tation applied to original cost is unduly restrictive. 


Page 2, line 12 


This change deletes the authority contained in the 1960 Act, to acquire land 
and improvements at Orlando, Fla., used for an entomology research laboratory. 
The authority is not necessary in fiscal year 1961. 


Page 2, lines 17 and 19 


This change deletes the limitation contained in the 1960 act on construction and 
alteration of buildings and authority to acquire land by donation therefor. It 
provided for the construction of research facilities at Logan, Utah; State College, 
Miss.; Tifton, Ga.; and Brookings, 8. Dak. As discussed previously in these 
justifications, the contracts for these buildings are expected to be awarded in 1960. 
‘herefore, this language will not be needed in 1961. 
Page 3, line 13 

This change deletes the language of the special fund item, a specific provision 
made in the 1960 act, which provided for the use of not more than $1 million of 


unobligated balances from the 1959 appropriation for additional labor to strengthen 
the work at research installations in the field. 


SALARIES AND EXPENSES (SPECIAL FOREIGN CURRENCY PROGRAM) 
Page 10 
This new language provides an appropriation for the purchase of foreign cur- 
rencies to carry out research under sections 104(a) and 104(k) of title I of Public 
Law 480, as amended. The four major provisions of the new language are indi- 
cated below. 


Lines 1 to 9 


The first portion of the language provides for appropriation of dollars to purchase 
foreign currencies which accrue under title I of the Agricultural Trade Develop- 
ment and Assistance Act of 1954, as amended (Public Law 480). The dollars will 
be credited to the Commodity Credit Corporation to offset, in part, its costs of 
financing Public Law 480 shipments. The amounts requested by major activities 
are as follows: 


Market development research (sec. 104(a))_-...-...-.----------- $3, 090, 000 
Agricultural and forestry research (sec. 104(k))_..------- Sa ead sie 12, 041, 500 


RD WRMIOOMULIDNNIO So ote oc as oe once ma mee nk cue asa 15, 131, 500 


Since funds are intended almost exclusively for contracts or grants with foreign 
countries and it is possible that final details of negotiations might not be com- 
pleted by June 30, the proposed language provides that the funds would remain 
available until expended. Inability to complete agreements which might be in 
final stages of negotiation would be embarrassing and might jeopardize negotia- 
tions on further lines of work. 

Foreign currencies previously utilized by the Agricultural Research Service 
were obtained by Bureau of the Budget allocations of authorizations to expend 
foreign currency receipts under section 104(a) or as allotments of dollars from 
the appropriation, ‘Funds appropriated to the President’’ to purchase foreign 
currencies for section 104(k) purposes. 

Lines 9 to 12 


The language provides that not less than $7,662,500 of the total estimate 
must be used only to purchase currencies which the Treasury Department de- 
termines to be excess to normal requirements of the United States. The 1961 
budget estimates assume that six countries are in this excess category—Egypt, 
India, Israel, Pakistan, Poland, and Yugoslavia. During 1961 and future years, 
actual excess currency countrieswill be designated by the Treasury Department. 
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The minimum of $7,662,500 on the use of excess currencies is distributed by 
country as follows: 


Country: Amount 
Egypt ‘ ._ $202, 000 
India ; 2, 210, 000 
Israel 1, 220, 000 
Pakistan re ; ‘ ; cas 930, 000 
Poland 2, 051, 000 
Yugoslavia 5 1, 049, 500 

Total : __ 7, 662, 500 


Lines 12 to 16 

The language provides that none of the appropriation may be used to purchase 
currencies available under section 104(f) unless they are excess to normal require- 
ments of the United States. (Sec. 104(f) currencies’”’ are available to pay any 
U.S. obligations abroad.) This provision prohibits the use of 104(f) currencies 
for paying obligations under sections 104(a) or 104(k) in any country where they 
are not available in excess of “normal’’ U.S. requirements as determined by the 
Treasury Department. The purchase of section 104(f) funds for the general 
purposes of the Agricultural Research Service under this appropriation is not 
authorized but regular “Salaries and expenses’’ dollar funds could be so used. 
There are no plans at present to utilize 104(f) funds for 104 (a) or (k) purposes. 


Lines 16 to 21 

Finally, the language provides that the dollar value of unexpended balances, as 
of June 30, 1960, of foreign currency allocations made prior to that time would 
be merged with this appropriation as of that date. This would simplify the 
program and accounting records by providing for the use of dollars to purchase 
all foreign currencies expended under sections 104 (a) and (k) in 1961 and sub- 
sequent years. The unexpended balance to be transferred is presently estimated 
at $17.6 million. 

CONSTRUCTION OF FACILITIES 

Page 12 

This proposed new appropriation language would provide for construction of 
facilities, at an estimated cost of $900,000, to replace those currently in use at 
Orlando, Fla., for entomology research. 

The new appropriation item provides for funds to remain available until ex- 
pended. It is often extremely difficult within 1 fiscal year to prepare detailed 
plans and specifications, invite bids, and award contracts. Also, the Department 
is placed in a disadvantageous position when, because time does not permit 
asking for new bids, its only alternative is a choice between bids on hand at the 
end of the fiscal year. Indefinite availability of construction funds would allow 
sufficient time for preparation of plans and a more reasonable period of time for 
prospective contractors to submit carefully developed bids. This would also 
permit additional time to work out arrangements for acquiring land by donation 
and to obtain and evaluate bids most favorable to the Government. 

The language provides for donation of land needed for the facilities since it 
is anticipated that a suitable site will be donated. The new appropriation would 
be in addition to construction funds under other appropriations of the Agri- 
cultural Research Service and would not be subject to limitations therein. 


STATE EXPERIMENT STATIONS 


Page 13, line 2 

This change deletes the word ‘‘Hawaii”’ from the title of this subappropriation 
since Hawaii will become a State next July. This change will not affect in any 
way the payments to Hawaii from this appropriation. 


EXTENSION SERVICE—-COOPERATIVE EXTENSION WORK, PAYMENTS AND EXPENSES 


Page 20, lines 3 and 13, and page 21, lines 2 and 3 

These changes are a result of the proposal to delete the words ‘Hawaii’ and 
“Territories” from this appropriation language since Hawaii will become 4 
State next July. 
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SOIL CONSERVATION SERVICE--WATERSHED PROTECTION 


Page 3S, line 8 

This change would add reference to section 1008 of title 16 of the United States 
Code in the appropriation language. This change is proposed in order to include 
reference to the amendment to the Watershed Protection and Flood Prevention 
Act approved August 12, 1958, Public Law 85-624 (72 Stat. 567). This amend- 
ment to the act provides that the Secretary of the Interior shall be notified 
by the Department of the approval to assist local organizations in the preparation 
of plans for works of improvement. Under this amendment the Interior Depart- 
ment may, if it so desires, make surveys and investigations of the watershed 
areas and prepare reports to the Secretary of Agriculture concerning its recom- 
mendations for the conservation and development of wildlife resources and 
participate with this Department in the preparation of plans for works of improve- 
ment that are acceptable to the local organization. 


Page 33, line 10 


This change removes an unnecessary number in the language citation. It is 
merely editorial and would have no effect on the program. 


Page 33, line 18 

This change in language would provide for the establishment of an accrued 
expenditure limitation for this appropriation item pursuant to Public Law 85-759 
72 Stat. 852). 

In carrying out the responsibilities under the ‘‘Watershed protection” appro- 
priation, four budget projects were established, as follows: 

1. Investigations and planning; 

2. Installation of works of improvement; 

3. Loans and related expense; 

4. Surveys and investigations of water resources programs. 

The concepts under which accrued expenditures (goods and services received, or 
work “put in place’’) occur as contrasted to the incurrence of obligations (goods 
and services ordered, contracts awarded, or project agreements signed) under 
each of these projects, as well as other aspects of the accrued expenditure limitation, 
are discussed in the following paragraphs. 

Administrative-type costs.—In projects | and 4, “Investigations and planning’’ 
and “Surveys and investigations of water resources programs,”’ obligations are 
incurred primarily for personal services and other operating expenses. Such 
obligations are virtually the same as accrued expenditures, except for minor 
differences due to goods and services ordered but not received as of the close of 
a particular accounting period. 

Construction costs.—In the project for “Installation of works of improvement,”’ 
obligations differ substantially from accrued expenditures. In the ‘“‘pilot’’ water- 
sheds, obligations for installing structural measures are incurred when a construc- 
tion contract is let by the Service or in a few cases when a project agreement is 
entered into with the sponsoring local organization for installation of the works of 
improvement. Obligations are incurred in the ‘‘Public Law 566’? watersheds 
when the project agreement is entered into with the local organization which is 
required by law to let and administer the contract for the installation of the 
watershed works of improvement. 

Project agreements signed (obligations) for the installation of structural 
measures may not result in substantial ‘‘work in place’’ (accrued expenditures) 
for many months due to delay in award of contracts, default of contractors, the 
seasonal nature of construction work, unexpected bad weather, loss of or unavoid- 
able delay in recruitment of key personnel, ete. 

Loans.—Under the project for ‘‘Loans and related expense,’’ loans are made to 
local organizations through the Farmers Home Administration to help defray the 
local share of the cost of the watershed protection project. Generally it is neces- 
sary to approve a watershed protection loan for the entire needs of the applicant 
at one time. The approval of the loan constitutes an obligation. Therefore, 
obligational authority must be available in an amount sufficient for the entire 
loan at the time of loan approval. Expenditures accrue and will be charged 
against the proposed limitation as cash advances are made under the loan 
agreement. 

Size of limitation.—The limitation of $37,400,000 proposed for the fiscal year 
1961 includes $34 million representing work expected to be performed in 1961, 
including construction work actually completed, regardless of when the obligations 
for that work were incurred. This amount represents an increase in the rate of 
installation of measures above that of prior years. 
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The limitation of $37,400,000 has been estimated on the basis that— 

(a) Work performed during 1961 on projects underway for which obliga- 
tions were incurred in 1960 and prior years will result in accured expenditures 
of about $18,500,000, and that work to be performed on projects initiated in 
fiscal year 1961 will result in accrued expenditures of about $15,500,000, or a 
total of $34 million for fiscal year 1961. 

In previous fiscal years there has been a considerable lag in time between 
the signing of the project agreement which obligates funds and the letting 
of the construction contract for installation of works of improvement. A 
change in procedure has recently been initiated to provide that a contract 
for the work must be advertised within 30 days and contracts signed within 
90 days after the project agreement has been signed. It is expected that this 
will tend to shorten the time lag between the incurring of obligations and 
the accrual of expenditures. There were more than $20 million in unliqui- 
dated obligations as of June 30, 1959, which will become accrued expenditures 
in the 1960 and subsequent fiscal years as work on the watershed projects is 
installed. 

(b) $3,400,000, an amount equal to 10 percent of the above estimated 
accrued expenditure of $34 million, is necessary to allow for the uncertainties 
in forecasting contractor’s performance in completion of scheduled work in 
1961. This margin is needed at least until more operating experience with 
the limitation has been gained, and it can be forecast more precisely what the 
annual accrued expenditure limitation requirements will be. There are only 
certain seasons of the year when much of the planned works of improvement 
on watersheds can be installed. Many factors beyond the control of the 
Federal Government or the local cooperating group can cause delay in install- 
ing measures, such as bad weather, loss of or unavoidable delay in recruiting 
personnel, delay in award of contracts, unavailability of materials, etc. Thus 
any work planned for installation near the end of a fiscal year which is delayed 
would necessarily have to be charged to the limitation for the succeeding year. 
This might result in an equivalent delay of other installation work planned 
for that year because of the necessity for staying within the limitation. Pro- 
vision of the 10 percent safety factor requested in the 1961 accrued expendi- 
ture limitation will help avoid unnecessary delay of planned work. 


WATER CONSERVATION AND UTILIZATION PROJECTS 
Page 40 
It is proposed to delete this appropriation item since sufficient funds are avail- 
able from prior-year appropriations to complete the planned work and no new 
appropriation wil be required. 


AGRICULTURAL CONSERVATION PROGRAM SERVICE—AGRICULTURAL CONSERVATION 
PROGRAM 

Page 44, line 4 

This change corrects an error which appeared in the 1960 Appropriation Act. 
It is merely editorial and would have no effect on the program. 
Page 45, line 22 

This change increases the amount which may be transferred to the appropria- 
tion account ‘‘Administrative expenses, section 392, Agricultural Adjustment 
Act of 1938” from $5,424,200 to $5,458,900 to meet employee health benefit 
costs under Public Law 86-382. The total employee health benefit cost of 
$37,392 for the transfer to section 392 can be offset by savings of $2,692, resulting 
in the net increase of $34,700 required. 


Page 46, lines 10 and 11 


This change reflects a proposed authorization of $100 million for the 1961 
program. This reduction does not affect the amount of funds required to be 
appropriated for the fiscal year 1961. but rather will be reflected in the budget 
for the fiscal year 1962. It is contemplated that the Department’s total con- 
servation effort will continue to be maintained at a substantial level. : 

While the agricultural conservation program now is being directed primarily 
toward measures with conservation benefits, the degree of sonservation achieved 
differs from practice to practice. Moreover, the conservation problems which 
authorized practices are intended to correct differ in the degree of urgency, 
the need for immediate correction and the amount of conservation involved. 
Land with material conservation problems at the high priority end of this scale 
will likely be materially damaged in a short time unless immediate corrective 
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steps are taken. Land with conservation problems at the lower end of this scale 
may suffer some impairment of its most efficient use so long as the problem is not 
corrected. However, the land resource and its potential production will be avail- 
able when needed in the future. Under present conditions of agricultural output, 
this program should be directed toward those problems of highest priority. 

It is planned to continue to increase program emphasis on those conservation 
measures which are of major importance to farmers in making a transition from 
cropland to grass or trees and in keeping land which otherwise might be shifted 
to a more intensive use, in conservation cover. Likewise, it is planned to de- 
emphasize measures that contribute to immediate increases in production, 
Certain changes in the 1961 program are desirable if there is to be implementation 
of this policy. For example, it would be necessary to eliminate assistance for 
conservation measures which tend to bring about an early increase in production. 
Since the effect of conservation measures is not uniform in this respect from area to 
area, this problem will need to be sonsidered locally. Determination of those 
practices to be curtailed or eliminated will not be made until after receiving 
the recommendations of the State development groups. 

The 1961 proposal assumes that favorable action will be taken by the Congress 
on the bill (H.R. 6094) to amend section 8(e) of the Soil Conservation and 
Domestic Allotment Act. If enacted the bill will eliminate the provision which 
requires automatic increases in cost-share payments which are less than $200. 
For the past several years the amount required for making these additional 
payments has amounted to over $10 million per year. It is anticipated that 
no funds will be required for making the additional payments under the 1961 
program. 

County and State ACP development groups would be asked to make further 
adjustments necessary to accomplish the reduction, based upon their experience. 
The State ACP development group consists of the State ASC committee, including 
the State director of extension; the State conservationist of the Soil Conservation 
Service; and the Forest Service official having jurisdiction of farm forestry in 
the State. The president of the land grant college and the State director of the 
Farmers Home Administration are invited to designate representatives to counsel 
with this group in the formulation of the State program. Also, representatives 
of the State soil conservation committee (board or commission); the State agricul- 
tural extension service; and other State and Federal agricultural agencies are 
invited to participate in the deliberations on the State programs. The county 
ACP development group consists of comparable agency representatives at the 
county level. 

It is planned to distribute 1961 program funds among States on the basis of 
the same conservation needs formula used in past programs. 

Page 46, line 15 

This change would eliminate the proviso inserted by the Congress in the 
fiscal year 1960 agricultural conservation program language which places condi- 
tions upon effecting certain program changes at the State and National levels. 
It is essential that the Secretary, who is responsible for administration of the 
program, have authority to make needed changes for improvement in the program 
to assure that the best interests of the farmers and the public are properly served. 
It has been the policy for several years to provide for an annual review of the 
agricultural conservation program, at State and county levels. It is made by 
State and county ASC committees, representatives of the Forest Service, the Soil 
Conservation Service, and other agricultural agencies. The recommendations 
of these State and county groups are considered by the Department in developing 
the national program. However, it is not believed that State and county authority 
in program matters should preclude the Secretary's opportunity to make desirable 
changes to make the program more effective and better serve the public interest. 
It is believed that the Congress should authorize program adjustments as condi- 
tions change, whether they be restrictive or nonrestrictive, and that such changes 
should be initiated at either the National, State, or county level. 

Page 46, line 21 

This change would eliminate the proviso inserted by the Congress which places 
restrictions on the initial distribution of ACP funds among counties. This 
restriction should be eliminated because it deprives every State committee of 
the authority to make any changes from 1958 (increase or decrease) in the pro- 
portion of the State fund initially allocated to any county. As conditions be- 
tween counties change the need for ACP assistance changes. 


53155-—60—-pt. 3 47 
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AGRICULTURAL MARKETING SERVICE-—-MARKETING RESEARCH AND SERVICE 


~ . ? 
Page 52, line 12 Pa 
This change would increase the present building construction limitation from , 
$10,000 to $17,500. The current limitation is too restrictive and does not permit ex] 


needed construction of marketing research laboratory space. Construction costs sec 








per square foot have steadily mounted in the past few years until it is not feasible Th 
at this time to attempt to plan and erect a building of the very limited size and wo 
facilities that would be possible under the $10,000 limitation. The proposed sal; 
$17,500 limitation would allow more latitude in planning and negotiating for the an 
building of marketing research laboratories not requiring special expensive con- ket 
struction features. - 
0 
Page 52, line 14 pre 
This change proposes to increase the limitation for constructing two buildings 
each year from $20,000 to $35,000. The marketing research program is consider- 
ably handicapped by the limited laboratory space at most locations. Specialized ; 
laboratory space is urgently needed for such important research activities as meat Pa 
grading studies, aging of animal tissues, enzymatic studies of seed germination, 
and studies of postharvest diseases of deciduous fruits and vegetables. In such rel 
research, the laboratory space used must offer unusual or specialized facilities agi 
which greatly increase constr iction costs. For example, in certain planned re- pre 
search, radioactive tracer techniques are conte mplated, requiring buildings con- Li 
structed to meet safety standards of the Radiological Safety Committee of the 
Department. The present $20,000 limitation will not permit erection of labora- : 
tory buildings incorporating these necessary features. Furthermore, while the vie 
limitation might be adequate for certain types of laboratory space, some degree De 
of flexibility is necessary if the Government is to obtain the most favorable bids do! 
from contractors. Its 
ma 
Page 52, line 16 M. 
This change would provide authorization to incur alteration costs for any one re 
building during the fiscal year of $7,500 or 6 percent of the costs of the building, 
whichever is greater. Costs of material and labor have risen substantially during | 
the past several vears. In addition, the market value of many buildings erected col 
years ago is quite often three or four times their original cost, but the 3 percent no 
limitation must be applied to the original cost. Retention of this and the $3,750 rel 
limitation is thus not only hinde wing and delaying the alteration of buildings but be 
also is making it impossible to accomplish certain essential changes to permit full ne} 
utilization of buildings. The ce ress of the marketing research program is 
impeded and the most effective and efficient use of buildings is not possible under we 
present limitations. cul 
> : pel 
Page 58, lines 7 and 8 eX] 
This change proposes to 3 lete language which was inserted in the 1960 Appro- po: 
priation Act by the Senate for the apparent purpose of making clear that funds Fo 
for administering the Packers and Stockyards Act were contained in this item. Li 
Since the legislative citations in the printed budget following this language include 5 
the Packers and Stockyards Act, the specifie citation in the appropriation language 
is superfluous and should be deleted. mu 
ia 
Page 53, lines 10 and 11 + 
This change proposes to delete language inserted in the 1960 Appropriation Inc 
Act by the Senate to earmark funds to assure continuation of a range and feedlot act 
market reporting activity in Colorado and adjacent areas which had been de- ‘ 
veloped and initiated on a pilot basis with research funds. Since the Department col 
expects to provide funds for this service on a continuing basis within the Market- Co 






ing Services subappropriation, beginning in 1960, retention of the language 
proviso is unnecessary. 







PAYMENTS TO STATES AND POSSESSIONS 





Page 60, line 1 

This change deletes the word ‘Territories’? from the appropriation title. 
Hawaii and Alaska statehood makes unnecessary the word ‘Territories’’ in the 
appropriation title. 
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FOREIGN AGRICULTURAL SERVICE SALARIES AND EXPENSES 


Page 73, line 21, and page 74, line 1 

This change would delete language authorizing the use of foreign currencies for 
expenses of the attaché service and for general operating expenses in carrying out 
section 104(a) of the Agricultural Trade Development and Assistance Act of 1954. 
The $1,310,000 program level authorized for these purposes in fiscal year 1960 
would be continued in 1961, through appropriation of $950,000 under the regular 
salaries and expenses appropriation for expenses of the agricultural attaché service, 
and merger of the remaining $360,000, formerly shown under the activity ‘‘Mar- 
ket development projects, general operating expenses,”’ with the activity ‘Market 
development projects’’ under the proposed separate appropriation for the purchase 
of foreign currencies, under ‘‘Salaries and expenses (special foreign currency 


program). 
SALARIES AND EXPENSES (SPECIAL FOREIGN CURRENCY PROGRAM) 


Page 7? 

This new language provides an appropriation for the purchase of foreign cur- 
rencies to carry out market development activities under section 104(a), and 
agricultural and horticultural exhibitions under section 104(m). The four major 
provisions of the new language are indicated below: 


Lines 1 to 10 

The first portion of the language provides for appropriation of dollars to pur- 
chase foreien currencies Which accrue under title I of the Agricultural Trade 
Development and Assistance Act of 1954, as amended (Public Law 480). The 
dollars will be credited to the Commodity Credit Corporation to offset, in part, 
its costs of financing Public Law 480 shipments. The amounts requested by 
major activity are as follows: : 


Market development (sec. 104(a $13, 621, 800 
Agricultural and horticultural exhibitions 1, 000, 000 


Since funds are intended primarily for contracts with U.S. cooperators in foreign 
countries and it is possible that final details of negotiations on some contracts might 
not be completed by June 30, the proposed language provides that the funds would 
remain available until expended. Inability to complete agreements which might 
be in final stages of negotiation would be embarrassing and might jeopardize 
negotiations on further lines of work. 

Foreign currencies previously utilized by the Foreign Agricultural Service 
Were obtained by allocations from the Budget Bureau to expend from foreign 
currency receipts or as congressional authorizations to the Foreign Agricultural 
Service included within appropriation language under the item, “Salaries and 
expenses.”’ The new language in effect supersedes apprepriation language pri 
posed for deletion in 1961 from the appropriation item ‘‘Salaries and expense 
Foreign Agricultural Service.”’ 


Lines 10 to 18 
The language provides that not less than $4,400,000 of the total estimate 
must be used only to purchase currencies Which the Treasury Department de- 


ines to be excess to normal requirements of the United States. The 196] 
estimates assume that six countries are in this excess category—-Egypt, 
, Israel, Pakistan, Poland, and Yugoslavia. During 1961 and future vears, 
actual excess curreney countries will be designated by the Treasury Department. 

The minimum of $4,400,000 on the use of excess currencies is distributed by 
country as follows: 





Country: {mount 
ROI a nS re a a Ie. eee ore (ao ee eee $537, 000 
BORE ok a i) Sula Et Eee gee er - ae b, One ee 
re a Sh oy get eo ee st bee a aes SMa ee ' Sikes 590, OOO 
PO Ni ll Ee rs a De EEN RSS i ; : 940, 300 
Pupnee tom ee tog tet eee ee ee ed 260, 000 
Yugoslavia_ ____- es he dt ae od Be ee oe teat Se : 2 465, 600 


OND sae os ood he Ae? Bee ; ie 4, 400, 000 
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Lines 13 to 17 


The language provides that none of the appropriation may be used to pur- 
chase currencies under section 104(f) unless they are excess to normal require- 
ments of the United States. Section 104(f) currencies are available to pay any 
U.S. obligation abroad. This provision prohibits the use of such currencies for 
paying obligations under section 104(a) in any country where they are not avail- 
able in excess of “‘normal’’ U.S. requirements as determined by the Treasury 
Department. The purchase of section 104(f) funds for the general purposes of 
the Foreign Agricultural Service under this appropriation is not authorized, but 
regular salaries and expenses dollar funds may be so used. 


lines 17 to 22 


Finally, the language provides that the dollar value of unexpended balances, 
as of June 30, 1960, of foreign currency allocations made prior to that time 
would be merged with this appropriation as of that date. This would simplify 
the program and accounting records by providing for the use of dollars to pur- 
chase all foreign currencies expended under sections 104 (a) and (m) in 1961 and 
future years. The unexpended balance to be transferred is presently estimated 
at $9.3 million. 


COMMODITY STABILIZATION SERVICE—ACREAGE ALLOTMENTS AND MARKETING 
QUOTAS 

Page 84, lines 7 and 8 

This change increases the amount which may be transferred to the appropria- 
tion account ‘‘Administrative expenses, section 392, Agricultural Adjustment 
Act of 1938” by $48,100 to meet employee health benefit costs pursuant to 
Public Law 86-382. 

SUGAR ACT PROGRAM 

Page 87, line 8 

This change increases the limitation on the total amount which may be used 
for administrative expenses from $2,297,426 to $2,307,000. The increase of 
$9,574 is recuired to meet employee health benefit costs under Public Law 86-382. 
No increase in total appropriation is required as additional amounts needed for 
this purpose are offset by a corresponding decrease in program funds. 


CONSERVATION RESERVE PROGRAM 
Page 89, line 7 

This change decreases the limitation on the total amount which may be used 
for administrative expenses from $18,600,000 to $13,783,800. The decrease of 
$4,816,200 reflects the decreased workload because of the expiration under present 
legislation of the program authorization after 1960. 
Page 89, lines 8 and 9 

This change decreases the minimum amount which may be transferred to the 
appropriation account ‘‘Local administration, section 388, Agricultural Adjust- 
ment Act of 1938,’’ from $14,400,000 to $10,500,000. The decrease of $3,900,000 
in this limitation is proposed because of the decreased workload of the agricultural 
stabilization and conservation county committees because of the expiration of the 
program authorization after 1960. 
Page 89, lines 11 and 24, and page 90 

These changes propose deletion of the following provisos: (1) limiting payments 
under contracts in any calendar year to an amount which, together with payments 
under contracts already entered into, would not exceed $375 million in any calen- 
dar year; (2) limiting rental payments to any individual or corporation under 
contracts entered into in excess of $5,000 per annum; (3) providing that the annual 
rental payment rates (clause (2) of the fourth proviso under the conservation 
reserve program heading in the appropriation act for the fiscal year ending June 
30, 1959, Public Law 85-459), shall not exceed 20 percent of the value of the 
land placed in the reserve, such value to be determined without regard to physical 
improvements and geographic location of the land; (4) providing that the annual 
rental payments under new contracts entered into shall not be for a period of 
time or at rates, or in amounts, which are in excess of the limitations imposed by 
the present regulations or announcements; (5) providing that in establishing 
annual rental rates for new contracts, the rental rate shall not be in excess of the 
local fair rental value of the acreage offered, such fair rental value to be based 
upon the average annual crop production harvested from such acreage during 
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the past five years, including the current year; (6) requiring that in handling the 
program authorization within any State, first consideration shall be given to 
those applicants who were not offered contracts during the 1959 sign-up due to 
limitation of funds; and (7) providing that in the allocation of the program 
authorization and in its administration the authorization shall not be allocated 
on any basis not in accordance with the purposes set forth in the Soil Bank Act. 

As the 1960 program is the last authorized by the Soil Bank Act, provisions 
relating to the conditions and limitations for entering into new contracts in the 
fiscal year 1961 are not required. 


RURAL ELECTRIFICATION ADMINISTRATION LOAN AUTHORIZATIONS 


Page 102, line 11 

This change would eliminate the contingency reserve language included in the 
1960 Appropriation Act. The change is proposed since the budget estimate will 
provide the amount of new funds required to carry out the loan programs proposed 
for the fiscal year 1961. 


FARMERS HOME ADMINISTRATION—LOAN AUTHORIZATIONS 


Page 110, line 22 and page 111 

This change would eliminate the contingency loan authorization language 
contained in the 1960 Appropriation Act since the estimated loan programs for 
fiscal year 1961 do not anticipate the need for any contingency funds. 


SALARIES AND EXPENSES 

Page 115, line 7 

This change is required to increase the amount authorized to be transferred to 
this appropriation from the farm tenant-mortgage insurance administrative fund 
from $1 million to $1,100,000. Estimates of receipts in 1960 from insurance 
charges and appraisal fees indicate that about $1,065,000 will be available for 
administrative expenses in 1961. It is proposed to transfer this amount to service 
the loans outstanding in that year and to make new insured loans. Provision 
is requested for the possible transfer of $1,100,000 in case additional activity 
beyond that estimated materializes and additional funds are available for transfer. 


FEDERAL CROP INSURANCE CORPORATION—FEDERAL CROP INSURANCE CORPORATION 
FUND 
Page 141, line 13 
This change is to provide the funds from the Federal Crop Insurance Corpora- 
tion Fund necessary to finance the program expansion planned for fiscal year 1961. 


COMMODITY CREDIT CORPORATION RESTORATION OF CAPITAL IMPAIRMENT 


Page 146, lines 3, 4, and 5 

These changes would provide for the partial restoration of 1959 and estimated 
1960 capital impairments. 

In order to minimize the need for an increase in the Commodity Credit Corpo- 
ration’s statutory borrowing authority, a supplemental appropriation in the 
fiscal year 1960 has been proposed in the amount of $675 million, consisting of 
the $100 million of the 1958 actual losses which have not yet been restored and 
$575 million (representing a part of the total of $1,207 million) of the 1959 actual 
realized losses. The proposed supplemental is in the light of current projections 
of demands on the Corporation’s borrowing authority during the current fiscal 
year. Because of the large size of the Corporation’s operations and the many 
unpredictable factors which affect its financial condition, an adequate safe operat- 
ing margin isessential. The supplemental appropriation would assure the Corpo- 
ration’s ability to continue its mandatory price support activity. 

Assuming approval of this supplemental, the remainder of the 1959 actual losses, 
amounting to $632 million, is proposed for restoration in the 1961 budget estimate 
for the fiscal year 1961. Projections of demands on the Corporation’s borrowing 
authority in use indicate that by April 1961 the Corporation’s $14.5 billion bor- 
rowing power would be exhausted. Therefore, the budget estimate proposes the 
partial restoration ($693 million) of the estimated capital impairment for 1960. 
Actual losses in the fiscal year 1960 through December 31, 1959, total $770,808,590. 
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SPECIAL ACTIVITIES—REIMBURSEMENT TO COMMODITY CREDIT CORPORATION FOR 
COSTS OF SPECIAL ACTIVITIES 


Page 147, line 23, and page 148, line 1 

This change would delete the provision for reimbursement for advances to the 
appropriation ‘‘Diseases of animals and poultry”’ for animal disease eradication 
activities. This language is no longer necessary due to the provision of a direct 
appropriation to the Agricultural Research Service for this purpose beginning 
with the fiscal vear 1960. 

Page 148, line 6 

This change would (1) provide that the appropriation remain available without 
fiscal vear limitation; and (2) authorize the application of unused balances of 
funds provided under this head against unrecovered costs in the subsequent year 
for the activity in which the balance arose. 

Amounts presently specified in the language represent estimated costs of the 
various activities during the current year. Due to uncontrollable factors which 
cannot be accurately forecast, these amounts may differ from amounts later 
determined to be due on the basis of actual cost determined at the close of the 
fiscal year. The proposed language would allow balances which may so develop 
to be applied against unrecovered costs for that activity in the subsequent fiscal 
vear. The use of balances in this fashion will in no way affect the program level 
of any of the activities involved. Such levels are determined by law and by the 
conditions which exist in the year the costs are incurred. If any unused balances 
should develop in fiscal vear 1961 the effect would be to reduce the amount re- 
quired to be appropriated in fiseal year 1962. At present any amounts unneeded 
to reimburse CCC for the actual costs of the individual activities revert to the 
Treasury. 

GENERAL PROVISIONS 


The Budget estimates for 1961 propose a change in section 401. 
LIMITATION ON ACQUISITION OF PASSENGER MOTOR VEHICLES 


Section 401: Page 188, line 6.—Provides authority for the purchase, replacement 
and hire of passenger motor vehicles. 

The estimates propose the acquisition of 337 passenger motor vehicles from 
funds provided in the Agricultural Appropriation Act. The number is exclusive 
of 98 for the Forest Service. Of the 337 vehicles proposed for acquisition, 332 
would be acquired to replace existing vehicles and 5 would be purchased without 
exchange of old vehicles. These five additional vehicles are required by the 
Asricultural Research Service: Two automobiles for official travel at the new 
National Animal Disease Laboratory at Ames, Iowa, which it is expected will 
be in operation late in the fiscal year 1961; and one additional automobile each 
at Riesel, Tex.; Morris, Minn.; and Watkinsville, Ga., for official use of additional 
scientists being added to the staff of these soil and water conservation research 
laboratories. The vehicles proposed to be replaced will all be at least 6 years 
old or will have mileage in excess of 60,000 miles at time of disposal. However, 
where vehicles are involved in accidents or where automobiles are operated over 
very rough terrain, it may become necessary to replace a limited number in the 
fiscal year 1960 which will be less than 6 years old or will have mileage less than 
60,000 miles at time of replacement. 


EMPLOYMENT OF ALIENS 


Section 402.—Provides that provisions of law prohibiting or restricting the 
employment of aliens shall not apply to employment under the appropriation for 
the Foreign Agricultural Service. 


EMPLOYEE UNIFORMS 


Section 403.—Provides that funds available to the Department of Agriculture 
shall be available for uniforms or allowances therefor as authorized by the act of 
September 1, 1954, as amended (5 U.S.C. 2131). 


PROHIBITION AGAINST FORECASTING FUTURE PRICES OF COTTON 
Section 404.—Prohibits the Department from issuing any prediction or forecast 


with respect to future prices or price trends on cotton, except as to damage 
threatened or caused by insects or pests. 
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PROHIBITION AGAINST PURCHASE OF TWINE 


Section 405.—Prohibits, with certain exceptions, the purchase of twine manu- 
factured from commodities or materials produced outside the United States 


CONTRACTS FOR RESEARCH AND SERVICE WORK 


Section 406.—Provides that not less than $1,500,000 of the appropriations of 
the Department for research and service work authorized by the acts of August 
14, 1956 and July 28, 1954 (7 U.S.C. 427, 1621-1629), shall be available for 
contract research and service work. 


EXPENDITURES FOR PUBLICITY OR PROPAGANDA 
Section 407.—Prohibits the use of any funds provided in the act for publicity 
or propaganda purposes to support or defeat legislation pending before the 


Congress, 
AGRICULTURAL R ESEARCH SERVICE 


Mr. Grant. In the item for “Salaries and expenses, Agricultural 
Research Service,” the first language change is a proposal to acquire 
two aircraft, one a replacement and the other an additional plane. 
| do not believe this was discussed earlier. 

The additional aircraft would be a four-place observation plane 
designed specifically for agricultural work. It would cost about 
$17,000. It would be used primarily in connection with pest-control 
activities of the Agricultural Research Service. We have been renting 
some planes for this work. This has not proved satisfactory, however, 
because a plane is not always available to rent when needed. The 
other plane would replace a 1957 Cessna, which should be disposed of 
because of its excessive operating and repair costs. 

On the next page of the subcommittee print there are three changes 
at the top of the page to which I would like to call your attention. The 
first is a proposal to increase the limitation on construction of buildings 
needed in the Agricultural Research Service from $10,000 to $17,500. 
For several years building costs have risen about 5 percent each year. 
Just in the past year alone, from July 1958 to July 1959, building 
costs went up 5.8 percent according to the Engineering News Record. 

These small buildings are neede d at research field stations for such 
things as shops, storage and protection of property, and cleaning and 
handling of seed. At today’s price levels, the $10,000 limitation 
has proved to be too small to do an adequate job. 

The second part of this proposal, which is on line 3, is to increase 
the limitation for the construction of not more than five buildings 
from $20,000 to $35,000 each. In the Agricultural Research Service 
there is a need for a few buildings each year to replace buildings which 
are damaged by storm or fire. There is also a need for a limited 
number of such facilities as machine shops and small laboratories. 

In recent years it has not been possible within the existing limita- 
tion to build the type building that is needed for some of the newer 
research techniques such as those involving the use of radioactive 
tracer techniques. It involves more costly construction. 

Therefore, this proposal is being made to increase the limitation 
from $20,000 to $35,000. I would like to e mphasize that not more than 
five buildings may be constructed under this particular authority. 

Mr. Wuirren. Those are buildings that you construct without 
prior pearanes by Congress; is that right? 

Mr. Grant. That is “Tight, sir. Any construction above that pro- 
vided under this authority would require specific authorization in the 
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appropriation language. This is consistent with the Organic Act of 
1944, which provides that funds available to the Department may be 
used for the construction of buildings needed to carry out its work. 
if provision is made therefor in the applicable appropriation. 

The third part of this proposal, which is on line 5, page 2, is an 
increase in the limitation on alteration of buildings from $3,750 to 
$7,500, or from 4 to 6 percent of the cost of the building, whichever 
is greater. This again reflects the substantial increase in recent years 
in the cost of construction and alterations. 

Alterations needed usually consist of moving partitions and making 
existing space available for other purposes, major changes in utilities, 
small additions, and such things as installation of constant temperature 
facilities and safety measures needed for use in radioactive tracer 
techniques. 

This limitation of $3,750 was inserted in the bill several years ago 
when building and alteration costs were comparatively low compared 
with present-day costs. 

There are two other changes on this page. One deletes the authority 
for transfer of land from the Army at Orlando, Fla., which was in- 
serted in the bill last year. This land is being transferred to the 
Department of Agriculture this year, in accordance with this language, 
and the authority will not be needed next year. 

The other change deletes the building limitation which was inserted 
in the act last year for the construction of several major laboratories. 
These buildings will be placed under contract this year and the 
authority is not needed in the 1961 act. 

On the next page, a change is proposed to delete the item ‘Special 
funds.’ This has already been discussed in these hearings. This 
item provided in 1960 $1 million of the unobligated balances of the 
1959 appropriation for labor at research installations in the field. 

The next significant item is on page 10 of the subcommittee print. 
A new appropriation is proposed for the purchase of foreign currencies 
for research under sections 104(a) and 104(k) of Public Law 480. 
This language is consistent with that which has been proposed in the 
budget for a number of Government agencies. 

Mr. Wuitren. We are familiar with that. 

Mr. Grant. On page 12, it is proposed to insert new language 
proposing the construction of a laboratory in Florida on entomology 
research to replace that in use at Orlando. The reason this is pro- 
posed as a separate appropriation item this year is because of the 
difficulties we encounter in trying to get the plans drawn, the bids 
accepted, and the building under contract in a 12-month period. 
We think we can do a more efficient job if funds for the construction 
of buildings are made available until expended. 


AccrurED ExXxpENpbiruRE LIMITATION FOR WATERSHED PROTECTION 


The next significant change is on page 33, in the item for Water- 
shed Protection. The budget includes a proposal to establish a 
limitation on accrued expenditures for the fiscal year 1961. This 
arises out of Public Law 85-759, providing that whenever accounting 
in an agency has reached a satisfactory stage of completion, the 
President may propose that a limitation on accrued expenditures be 
established in the appropriation. This represents a limitation on the 
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amount of work performed or completed during the year, regardless 
of when the obligation is incurred or when payment therefor is made. 
In simple te rms, “that i is what is meant by the term “accrued expendi- 
ture limitation” 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


The next important changes are on page 46 under the agricultural 
conservation program. These changes have been discussed with 
the committee earlier in the hearings. 

The first one proposes to reduce the advance authorization for 
the 1961 program from $250 million to $100 million. 

Mr. Wuirren. On that kind of thing, where we heard the Depart- 
ment’s justification earlier, it is all right to mention it. But it is only 
the changes in wording we are interested in because we are thoroughly 
familiar with the figures. 

Mr. Grant. There are two changes in provisos on this page. 
The first one proposes to eliminate the proviso providing that no 
change shall be made in the program which will have the effect of 
restricting eligibility requirements. 

This placed certain conditions upon effecting program changes 
at the State and National levels. It has been the policy for several 
years to provide for an annual review of the ACP program at State 
and county levels. It is made with the State and county ASC com- 
mittees, representatives of the Forest Service, Soil Conservation 
Service, and others. 

The second change deletes the proviso which requires that the 
proportion of the State fund allocated to any county shall not be 
reduced from the distribution made for the 1958 program year. 


AGRICULTURAL MARKETING SERVICE 


The next major changes are on page 52, under the Agricultural 
Marketing Service. These relate to limitations on the construction 
and alteration of buildings. They are proposed for exactly the same 
reasons as in Agricultural Research Service, and the amounts are the 
same, except that not more than two buildings may be constructed or 
improved at a cost of up to $35,000. 

Mr. ANpERSON. What about page 53 where you take out the packers 
and stockyards language? 

Mr. Grant. We propose to take that language out because it 
serves no real purpose and its deletion would simplif: v the appropriation 
language. The language was inserted by a Senate amendment last 
year simply to identify the purpose of the increase. 

Mr. Wuirren. You may proceed. 


ForEIGN AGRICULTURAL SERVICE 


Mr. Grant. On page 73 under the Foreign Agricultural Service, it is 
proposed to delete the proviso authorizing the use of foreign currencies 
for the regular Foreign Agricultural Service activities. 

This has already been discussed in connection with the proposal to 
provide dollar appropriations for purchase of foreign currencies 

On page 77, there is proposed language prov iding ¢ appropriation for 
the purchase of currencies for the Foreign Agric sultural Service activi- 




















744 


ties, including market development activities. This is similar to that 
proposed under the Agricultural Research Service. 

Mr. Horan. Those two ought to be considered together, should 
they not, Mr. Chairman? 
Mr. Wuirren. Yes. 









Farmers Home ADMINISTRATION 


Mr. Grant. On page 115, under the Farmers Home Administration, 
it is proposed to increase the transfer from the farm tenant mortgage 
insurance fund from $1 million to $1,100,000. The amount of the 
transfer proposed each year is related to the estimate of receipts. 
The receipts in 1960 for insurance charges and appraisal fees are 
estimated at $1,065,000. This amount would be available for ad- 
ministration of the loan program in 1961. 

This is in addition to the appropriation for administrative expenses 
of the Farmers Home Administration. 

We are proposing a transfer of $1,100,000 in the event additional 
receipts materialize. 


( 1 





(COMMODITY C 





REDIT ORPORATION 












RESTORATION OF CAPITAL IMPAIRMENT 





CHANGE 





The next change is on page 146, in connection with the appro- 
priation to restore capital impairment of the Commodity Credit 
Corporation. 

This matter has been discussed earlier with the committee. I am 
sure you understand the need for the acceleration of the appropriation 
to cover, in addition to the remainder of the 1959 losses, a portion of 
the 1960 losses. This language is designed to accomplish that 
objective. 





REIMBURSEMENT TO CCC 





FOR COSTS OF SPECIAL ACTIVITIES 
The next change is on page 148 under the appropriation for reim- 
bursement to Commodity Credit Corporation for costs of special 
activities. 

It is proposed to add a proviso at the end of the language to make 
the amounts available until expended for the purpose for which they 
were appropriated. 

This, we believe, will reduce the amount of the new appropriation 
required each year. 

In the long run it will have no effect on the amount appropriated, 
but it will make it simpler to operate from our standpoint, and I think 
it will be helpful to the Congress as well. 

Since this appropriation is Made on the basis of the estimated costs 
in the immediately preceding year—in 1961, for example, it would 
represent the estimated costs in 1960—it is difficult to estimate 
precisely what is needed. If we estimate more than the actual costs, 
then the funds revert to the Treasury and we have to request an 
appropriation in the succeeding year, which includes some dollars 
previously appropriated for the ‘same activity. To give you an 
example, in 1960 the appropriations for several items were too large, s0 
that there was a total of $25 million which was not needed in that vear. 
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Those funds are going to surplus at the end of this year. If we had 
authority to carry them forward to 1961 we could have reduced the 
1961 estimate accordingly. The purpose of this proposal is to make 
such adjustments possible hereafter. 

Mr. ANpERSEN. Mr. Grant, that language refers to all four major 
items, does it not? 

Mr. Grant. Yes, sir. It involves all of them, but we would not 
shift between items, so that if the funds were appropriated for Inter- 
national Wheat Agreement, we would carry them forward for use only 
for the International Wheat Agreement. That is the purpose of the 
words “For the purpose for which appropriated,’ 

Mr. ANDERSEN. Have we ever had similar language for the last 
part of that proviso in any agriculture appropriation bill 


but without regard to the year in which the uncovered costs were incurred. 


Mr. Grant. No, sir; that is new language 

=) ANDERSEN. In other words, a new precedent? 

Mr. Grant. Yes, sir. 

Mr. ANDERSEN. In other words, you want to be in position to make 
a fairly accurate estimate June 30 as to the losses? 

Mr. Grant. Yes, sir; and to adjust our next year’s estimate 
accordingly. 

Mr. AnperseN. Would it not be impractical to have an inventory 
report as of June 30, 1960? 

Mr. Grant. We do that now. The reports of the CCC, which are 
issued as of June 30 of each year, actually reflect the situation on each 
of these items as of that date. 

Mr. ANDERSEN. But as far as the mechanics of securing that 
inventory, it is some months later that you know the figure, is 1t not? 

Mr. Grant. It is usually toward the latter part of August. 

Mr. ANpeRSEN. That is correct. This language would help you fill 
in the gap in case there was a little underestimate? 

Mr. Grant. That is right. It would mean that if we actually 
overestimated for 1961, and if, when the costs for the year were 
calculated, there was any balance, we could carry it forward to the 
next year and use it to pay the cost of the succeeding year’s 3 program 
without having to come back to Congress for the appropriation of 
those same dollars : again. 


PassENGER Motor VEHICLES 


The next change, and the last one I will discuss, is in section 401 of 
the general provisions. This is on page 188. 

This proviso authorizes the Department to purchase 357 passenger 
motor vehicles in 1961, which is a reduction of 88 below those requested 
and approved by the Congress for the fiseal year 1960. Of this num- 
ber 332 would be for replacement and 5 would be additional cars. 

These five vehicles are required by the Agricultural Research 
Service, two to be assigned to the new Ames National Animal Disease 
Laboratory, which is expected to be in operation late in 1961, one 
automobile at Riesel, Tex., one at Morris, Minn., and one at W atkins- 
ville, Ga., for the additional scientists being assigned to the Soil and 
Water Conservation Research Laboratories at these locations. 
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Mr. Wuirren. The cars that are requested meet the general criteria 
for replacement? 

Mr. Grant. Yes, sir. They will all be at least 6 vears old or will 
have mileage in excess of 60,000 miles at the time of disposal, except 
for cars which are damaged beyond economical repair in a wreck, 
fire, et cetera. 

Mr. Wuirren. These cars are bought on bid? 

Mr. Grant. The GSA makes up a consolidated bid for the whole 
Government and they are bought under the consolidated General 
Services Administration contract. 

Mr. Wuirren. Are they bought considerably under the normal 
retail price? 

Mr. Grant. Yes, sir. The General Government Matters Appro- 
priation Act carries a limitation of $1,500 and actually the net pur- 
chase price when you consider the trade-in probably averages at 
around $1,000. 

Mr. Micuex. Are any of the cars purchased the new economy 
models, or small cars? 

Mr. Grant. The GSA, Mr. Michel, has the responsibility for 
determining the kind of cars. They prepare the specifications. 

It is my understanding that they have in recent months invited 
bids on some of the smaller cars, such as are now on the market and 
there have been some bids accepted. 

Mr. Dasuner. They have tried a few out in motor pool operations 
in cities. I do not know that they have put in any out on the back 
country roads as yet. 

Mr. Micuet. The economy would be better reflected in a city 
stop-and-go operation. 

Mr. Dasuner. That is correct. 

Mr. Wurrren. Have you finished with the language changes? 

Mr. Grant. Yes, sir. 


EMPLOYMENT AND OBLIGATIONS 


Mr. Wuitren. We would like for you to put in the record at this 
point the employment as of the latest date available by organization, 
unit, full time and other. Also we would like to have a statement 
inserted showing amounts available for fiscal year 1960 and obligations 
through latest date available, by appropriation item. 

Mr. Grant. I have that information as of February 29. 

(The information referred to follows:) 
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Monthly report of paid employment as of end of February 1960, inside and outside 
Washington, D.C. Metropolitan Area ! 


Agencies 


Office of the Secretary: 
Immediate Office of Secretary (General Administration) .- 
Offics of Budget and Finance. ............ 2... sesencveds 


Working capital fund.................-. 
Office of Administrative Management___.-...-.-.-- eke 
Office of Hearing Examiners. _-_---- pa chaucuabp thao aban 
Office of Informa-ion.__- etpetiasc aes paieUS be eues 
Office of Information working capital fund_- sGuki anaes 


Library-..-.- dathotinnnn Scdaisteadiledhaaee | 


Office of the General Counsel. - ates pieced ties Saeed ee 
Agricultural Conservation Program Service--- junmvehahes 
Agricnitural Research Service.........-- faite Sein ras a ee 
Farmer Cooperative Service _.-_- bam en ie 
Pn SERINE, HOP CE 2S = 2s hn ccccicnuuckiscasudbhdbeeubon 
Forest Service He a " * aa ie sessed nadhes 
Soil Conservation Service... -- 





Agricultural Marketing Service.........---------------------- 


Commodity Exchange Authority.-...-.-.-- Seam échoueees 
POR A Oriiiairal BOFVIOOs. oo cnn ncnoccccuncunsncundenbscseees 
Commodity Stabilization Service. -.................5.....-... 
Federal Crop Insurance Corporation............-.-....... ““ 
Fermers ceomie Administration... 2... ccc icenccdidadecede 
Rural Electrification Administration_...._.- ncctgsaabaees 


Fuil-time 


70, 678 | 


59 | 
76 
83 
80 | 
154 





Part-time 
and inter- 
mittent 





1 Includes employees:in the 50 States, territories, possessions, and foreign countries. 
? Includes 5,728 FHA State and county committeemen who performed service during the month. 


Total 


83, 719 


59 
76 
84 
80 
154 
ll 


‘ 

126 
104 
152 
393 

63 

16, 566 
109 
238 
17, 622 
16, 597 
9, 754 
117 
826 

8, 096 
986 
10, 528 
971 
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CONCLUSION OF HEARINGS 


Mr. Wuirren. If, prior to the markup there is any additional 
information you think we will need, I wish you would notify us. 

Mr. Grant. I will be glad to do that, Mr. Chairman. 

Mr. Wuirren. Thank you, Mr. Grant. We appreciate your co- 
operation throughout these rather lengthy hearings, and in the inter- 
pretation of the Janguage here today. It is always a pleasure to work 
with you and representatives of your office. 

Mr. AnpEeRSEN. Mr. Chairman, I would like to say I have enjoyed 
the hearings this year, especially Mr. Grant’s part, because I find he 
and his staff have been very efficient and prepared to answer questions 
as they have come up. 

We want to commend you, Mr. Grant, for your work in that 
connection. 

Mr. Natcuer. Mr. Chairman, does this conclude the hearings and 
close out the record? 

Mr. Wuitren. Yes. 

Mr. Narcuer. Would you yield to me at this point? 

Mr. Wurrren. I yield to the gentleman from Kentucky. 

Mr. Narcuer. Mr. Chairman, certainly I want to join with my 
friend and colleague Mr. Andersen and with you, Mr. Chairman, in 
commending Mr. Grant and the members of his staff for their fine 
presentation and service throughout the hearings. 

Again, Mr. Chairman, I want you to know it is a pleasure to serve 
on this subcommittee, with vou and the other members of the sub- 
committee. As you have heard me say on more than one occasion, 
the greatest thing that has happened to me since I became a Member 
of Congress was the day I was placed on this subcommittee. 

Thank you, Mr. Chairman. 

Mr. Wuirren. I appreciate that. 

Mr. ANDERSEN. On that point, Mr. Chairman, I would like to say 
that in commendation of our good chairman that all through these 
years it has been a real pleasure for me to serve with him. We have 
not always agreed but I find that he has that one essential quality 
which the chairman before him, Mr. Tarber, had, and that is that 
Mr. Whitten is always fair. 

Mr. Wuirren. Thank you very much. I appreciate that. 

Mr. Grant. Mr. Chairman, I think insofar as the Department 1s 
concerned this does conclude the hearings. 

[ appreciate very much the kind words of you and other members 
of the committee. You have shown a great deal of patience with us 
during all these weeks of hearings on this budget. If there is any 
additional information you need, we shall be glad to obtain it for you. 

Mr. Wuirren. Thank you. 
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